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French diplomacy 

Chirac tears up 
the rulebook 
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WORLD NEWS 


Russian oil 
group to seek 
partners for 
privatisation 

The management of Rosneft, the 

last big Russian oil company still 

to be privatised, plans to team up 
with foreign partners to bid for 
the group when it goes on sale 
tiiw year. Chairman Alexander 
Ptxtjlov said the consortium 
would include at least two west- 
ern oil companies and two west- 
ern financial investors. Page 12 

Affirmathra action for woman 

Affirmative action to appoint 
women to public-sector jobs 
where they are under-represented 
was backed by the European 
Court of Justice, provided it does 
not involve rigid quotas. Page 12 

r m np»nn Cantnl 

The chances of Wim Duiseuberg 
becoming first head of the 
European Central Bank receded 
further when Italian prime minis- 
ter Romano Prodi threw his 
weight behind plans to block the 
Dutch candidate. Page 2 


Russian PM Victor Chernomyr- 
din said a new tax code, critical 
for the country’s attempts to put 
its public finances in order, must 
be adopted early in 1998. Page 2; 
Editorial Comment, Page 11 

Iraq spurna UN appeal 

Iraq refused to reverse its order 
to expel US arms inspectors after 
fresh appeals from the UN Secu- 
rity Council Page 4 

Egypt to b o ycot t conference 

Egypt delivered a blow to US 
Middle East policy when it 
announced it would boycott a 
Washington-backed economic 
conference to which Israel was 
invited. Page 12 

Brad estimates cut 

Economists cut their 1998 esti- 
mates for economic growth in 
Brazil following Monday’s 
announcement of a R$2Gbn 
(US$L82bn) package of budget 
cuts and tax rises. Page 6; 
Editorial Comment, Page 11 

Interne t c epyi l g h t wtchd o g 

Record companies will finance 
the creation of a London-based 
detection unit to scourtfife' inter- 
net for copyright abuse. Page 4 

EU compettttwaoeMs pledge 

UK chief industry minister 
Margaret Beckett pledged that 
the British government would 
use its presidency of the EU next 
year to launch a continent-wide 
campaign to improve industrial 
competitiveness. Page 7 


Vietnam risks supping into eco- 
nomic decline and sparking 
"severe macroeconomic instabil- 
ity'’ if it does not rapidly reform 
the debt-ridden state sector, dean 
up banks and promote expert- 
driven growth, the World Bank 
said in a report issued ahead of a 
meeting of donors in Tokyo next 
month. 

European labour mobffity 

A package of measures designed 
to improve the mobility of 
workers inside the EU is expec- 
ted to be adopted by the Euro- 
pean Commission today. Page 2 

Balkan link reope ns 

Croatia and Yugoslavia moved 
closer to normalising relations 
when they reopened rail links 
broken by the onset of war in 
1991. Page 3 

Mahathir ofl pipe ptodgo 

Malaysian PM Mahathir 
Mohamad is to push ahead with a 
M$KJbn ($3bn) scheme to build a 
pipeline, highway and rail link 
from North West Malaysia to 
South Eastern Thailand. Page 5 

Korean currency sfida 

Economists are counting the cost 
as the South Korean currency, 
the won, accelerates its slide 
against the US dollar. Page 5; 

Currencies, ” 
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Sa m su n g Hawy tnduatrioa of 

South Korea is dosing its only 
European hydraulic excavates: 

lwannfariiirtng plant 1 pm than 

three years since it announced 
the giom (SI 7m) project in north- 
ern England. Page 8 


Te l e com ftaBafa two teg) 
executives, Guido Rossi and 
Tomaso Tommasi di Vignano, 
have fallen out over corporate 
governance two weeks after a 
L26,000bn ($lfe5ba) privatisation. 
Page 16; Lex, Page 12 


Vfc yiii Atlantic founder Richard 
Branson is expected to tell EU 
competition nffiri«1s and member 
stales that sales techniques used 
by British Airways are anti- 
competitive, exclusionary and 
illegal tmder-EU law. Page 4 

General Mo tors said it expected 
to takea restructuring ebargetf 
$2hn-$3bn after tax. in the latest 
move to turnaround its North 
American and European 
operations. Page 14 
NorwocAan savings bank 
SpStanken NOR? NKr5-16bn 
(g741m) friendly takeover of the 
smaBerFokus Rank is in doubt 
after it fail ed to win approval 
from a minority shareholder. 
Page 16 


Wal-Mart Starts, largest US 
retailer, reposted a 35R percent 
increase in aftertax profits to 
2792m in the three months to the 
end of October, helped by better 
margins and improving interna- 
tional operations. Page 14 


Eaafm mt Kodak plans to cut 

10,000 jobs - ten per cent of its 
workers - in a bid to buttress its 
business against inroads by its 
Japanese arch-rival Fuji Page 13 


NferoMft has rebutted the latest 
antitrust charges hrought against 
it, saying the US Justice Depart- 
ment is “interfering” in the 
design of its products. Page 6 


Astra Inte rna tiona^ In do n esia n 

carmaker, reported a 4 per cent 
drop In net profits as the cur- 
rency crisis hit sales. Page 17 

Ttw global ■— ^conductor 

sector is gearing up far arise in 
na prttpT sp ending over the nart. 
few years, said industry associa- 
tion Semiconductor Equipment & 
Ma terials IntenmtianaL Page 4 

PHHpplm Long DManea 

Telephone Company shares 
surged after permission to raise 
tarififc to compensate for faffing 
international accounting rates. 
Page 17; World stocks. Page 31 
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US presidency 

Fast track fiasco 
sidelines Clinton 

Page 11 



Germany 

Tietmeyer pleads^-—- * 
guilty to realism 


Page 2 
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Belgium 

Prosperous 
but uneasy 

Survey, separate section 
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ING launches 
$5.5bn bid for 
BBL In record 
European offer 

ING, Dutch banking and 
ins u rance group, has launched a 
2&5bn offer far Belgium's third- - 
largest bank, Banque Bruxelles 
Lambert - the biggest cross-bor- 
der bid in the European banking 
sector. The offer ended weeks of 
speculation overBBL’s fixture, 
but the leading shareholders will 
i make no decision nntn nn yt Mon- 
day. Page 13; Survey on Belgium, 
Separate section 

Tha B wptan Commit atom is 

poised to allow P&O and Stana 
Line, the two leading ferry com- 
panies ftcmppHrig with the Chan- 
nel tunnel, to merge their 
operations, hot with a review 
after three years. Page 13 

bmw, the German carmaker, 
mM h would terminate a con- 
tract to supply engines far a new 
range of Rolls-Royce cars if UK 
engineering group Mayflower 
made a successful bid for Vick- 
ers, which owns RR. Page 13 

Trustor, Swedish investment 
company at the centre of cash 


said it had traced SErlSSm 

fflftn) nf a tntecmg SKrfiaOm tn a 

London bank. Page 16 


Deficit target prompts Waigel to defer DM6bn in federal payments 


Bonn acts to ensure Emu entry 


■ ■ ' L l| ' n i v rn 




By Pater Norman in Bonn 

Theo Waigel, Germany's finance 
minister, yesterday took emer- 
gency action to ensure that Ger- 
many wffl meet the public deficit 
criterion fir entry into European 
economic and monetary union 
this year, by deferring DM6bn 
(SK5bn) of federal payments to 
reduce old east German debts. 

Shortly after a special 
ministry commission reported 
that total tax revenues in 1997 
would be DMYLgbn lower -than 
expected and DM22.4bn less than 
foreseen in 1998b Mb 1 Waigel said 
the federal government's net bor- 
rowing would not exceed the 
DM71 .2bn already planned for 
♦frte year. 

Barrowtog next year, at about 
DM57bn, would fall below the 
DM57 Abn target announced in 
July and be less than the 
planned level of federal invest- 
ments, as required by Germany's 
constitution. 

Mr Waigel announced an unex- 
pected DM4bn of savings this 
year from one-off measures at the 
federal labour office, which 
adminis ters Germany's unem- 
ployment insurance system, as 
well as DM3bn of savings from 
already announced budget 
freezes and DMSbn extra income 
from privatisation. 

The government will delay 
until next year acceptance of 


DMSbn from the transfer of part 
of its Deutsche Telekom shares to 
the stateowned Kreditanstalt fQr 
WiederanfbaiL Proceeds from the 
Telekom placements will now 
total DM2bn this year and 
DM23hn in 199a Bonn will also 
obtain some extra funding from 
hitherto unannounced asset 
aaipg , including the /Hcpnaai of its 
stake in Hamburg airport. 

Mr Waigel said Germany would 
comply with the public deficit 
criterion - contained in the 
Maastricht treaty on monetary 
union - of S per cent of gross 
domestic product this year and 
next. He said the government 
was facing additional burdens of 
about DM24. Ibn In 1993 because 
of high long-term unemployment. 
But, in addition to the Telekom 
bffikms, it expected relief from a 
quickening of economic growth 
in 1998 and a reversal of rising 
unemployment. 

The special tax commission 
forecast that overall revenues of 
the federal, state and local 
authorities and the European 
Union in Germany would fall thte 
year to DM795.1bn from DMSOObn 
in 1996, in spite of nominal eco- 
nomic grow th of 32 per cent. Tax 
revenues are predicted to rise by 
only 2.4 per cent to DM814£bn In 

Continued on Page 12 
Tietmeyer confident. Page 2 
Vegetable-eater, Page 10 





Daimler-Benz puts 
brakes on A-Class 
for modifications 


Theo Waigel yesterday. Germany expected to benefit from a quickening of economic growth in 1998 ap 


World watchdog probe 
into accounting mergers 


By Graham Bowley in Frankfurt 

Daimler-Benz, the German 
indust rial group, yesterday tern- 
I porarily halted delivery of its 
controversial Mercedes-Benz 
A-Gass car model to give it a 
new chassis system in a fresh 
attempt to calm fingering con- 
cerns about the vehicle’s safety. 

Daimler said deliveries would 
be stopped until February. It will 
install new stabilisers on front 
and rear axles, lower the car 
body and fit wider tyres. Daimler 
said the improvements and pro- 
duction delays would cost 
DMKXkn (258.4m) this year and 
DM200m in 1998 - twice the arigi- 
i nal estimates. 

Daimler faced embarrassment 
last month when the stability of 
tiie A-Class - the company's first 
move into fbe smaller, economi- 
cal car market - came under 
scrutiny just weeks after it went 
on sale. The car rolled over dur- 
ing the so-called “Moose test” 
driving manoeuvre which simu- 
lates swerving to avoid moose cm 
Swedish roads. 

Daimler responded to the 
adverse publicity by calling in 
vehicles to change their tyres 
and fit electronic stabilisers as 
standard. 

But speculation about the car’s 
safety refused to die down and 
Daimler said yesterday that 
intensive testing since then had 
shown that the chassis changes 
were necessary to overcame the 
problem. It said the modified car 
performed “marvellously”, even 
in e x t re m e situations. 

JOrgen Schrempp, Daimler- 
Benz chief executive, said: “That 
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the A-Class has shown a weak- 
ness in extreme test situations is 
something nobody regrets more 
than we do. 

“Our engineers have devoted 
all their energy, day and night, to 
the search far the optimal solu- 
tion, and we have found it" 

Analysts said they reserved 
judgment “Their willingness to 
stand up and take this extraordi- 
nary action means that the bet- 
ting must be that this puts it 
back on the right track,” said 
John Lawson at Salomon 
Brothers in London. 

However, some observers 
warned that Daimler was under- 
estimating the marketing costs 
needed to rebuild consumer con- 
fidence as well as the damage to 
the Mercedes brand. 

Daimler had planned to deliver 

18.000 A-Class vehicles this year. 
It had expected to build about 

180.000 in 1998, but said this fig- 
ure had been reduced to about 
160,000. 

In spite of the extra costs. 
Daimler said it would not change 
its forecast for a group operating 
profit of about DM3.7bn this year. 
It also stuck by its forecast for 
group turnover of up to DM120bn 
this year. 

Daimler said 2,600 customers 
who had received their A-Class 
vehicles In Europe could have 
them converted at special service 
centres which were being set up. ; 

Daimler said there had been ! 
about 3,000 cancellations since 
problems with the A-Class were 
made public but this had been ! 
outweighed by new orders. ] 

World stocks, Page 34 : 
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Accountancy Cor re spondent 

World stock market regulators 
are to scrutinise the two mergers 
planned by global accounting 
firms amid worries that they 
could undermine auditors’ inde- 
pendence and damage share- 
holder protection. 

In a statement after its annual 
conference, Iosco, the dub of the 
world’s leading securities regula- 
tors, said it would "explore the 
impact” of the mergers proposed 
between Price Waterhouse and 
Coopers & Lybrand, and between 
Ernst & Toung and KPHG. 

The intervention of Iosco, 
which represents regulators such 
as the Securities and Exchange 


Commission in the US and 
Financial Services Authority in 
the UK, is unexpected and repre- 
sents another hurdle for the big 
firms. They were already facing 
scrutin y by c om p etiti on authori- 
ties such as the European Com- 
mission. The big firms have been 
involved in lengthy informal 
teltat oq the implications of the 
mergers for client choice. 

One Iosco conference observer 
said: “Some stock market regula- 
tors are worried about choice 
too, for themselves and for com- 
panies. It is an old debate but 
the merger plans have raised the 
stakes - the Big Six firms have 
put their beads above the para- 
pet” 

Iosco said It had noted the big 


firms* “increasing reliance on 
revenues from consulting and 
other non-andit services” and 
that Its technical committee 
would explore the impact an the 
quality and independence of 
listed company audits. 

Mr John Cairns, editor of 
World Accounting, said: “Global 
mergers require global regula- 
tion. If this means Iosco is going 
to limit the big firms doing nan- 
audit work for audit clients, then 
its got big implications.” 

Mr Nick Land, senior partner 
of Ernst & Young in the UK said: 
“There are already remedies out 
there that help secure indepen- 
dence, such as the disclosure 

Continued on Page 12 
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NEWS: EUROPE 


Measures likely to be adopted today aim to help jobless look further afield for employment . 

Brussels to improve worker mobility 


By Emma Tucker in Brussels 

A package of measures designed to 
improve the mobility of workers 
inside the European Union ts 
expected to be adopted by the Com- 
mission today. At present, only a 
tiny number of EU citizens make 
use of their right to work in other 
member states. 

The provisions, which aim to 
encourage workers - especially the 
unemployed - to look further 
afield for jobs, also tackle problems 
encountered by third-country 
nationals when they move from 
one country to another. 

Twenty years since the main EU 


rules on free movement of workers 
were adopted, only 5m Europeans 
of a total population of 370m reside 
in another member state. Less than 
2 per cent of the EU*s working-age 
population consists of people from 
one member state working in 
another. 

Language barriers aside, 
research has shown that compli- 
cated regulations In member 
states, and the inability of workers 
to carry supplementary pension 
rights across borders, far example, 
have hindered mobility. 

“Even today, many European cit- 
izens find their attempts to work in 
another member state frustrated 


by legal, administrative and practi- 
cal obstacles." said Padraig Flynn, 
co mmis sioner responsible for 
employment and social security. 

One of the measures likely to be 
agreed today aims to improve con- 
ditions for the 13m noc-EU citizens 
legally residing and working in the 
EU. Brussels wants to amend a law 
so they would in foture be allowed 
to take social security rights and 
benefits accumulated in one mem- 
ber state with them when they 
move to another. 

At present, the right is only 
extended to EU citizens. Germans 
working In Belgium do not lose 
their entitlement to German social 


security provision if they pay 
national insurance in Belgium. But 
an American moving to Italy Erom 
the UR loses bis or her accumu- 
lated benefits. 

“It is no longer justifiable that a 
worker who contributes to and is 
covered by national social security 
arrangements should be com- 
pletely excluded from the protec- 
tion offered by the EU coordina- 
tion system, simply because he or 
she Is not an EU national’’ said Mr 
Flynn. 

The proposal is unlikely to make 
it onto the statute books soon. It 
has to be agreed unanimously by 
member states, many of which are 


hostile because the plans would 
entail a further drain on resources. 
Other points in the action .plan 
include measures to: 

• Improve wrig ting legislation by 
better co-ordination of tax and 
social security regimes, and by 
making it easier for workers to 
carry supplementary pensions with 
them when they cross borders: 

• Make the European labour mar- 
ket more transparent by establish- 
ing an EU-wide job-seeking system 
with information on vacancies and 
training opportunities across the 
member states; 

• Make people more aware of their 
rights to free movement 


Duisenberg’s central bank prospects recede 


By James Blitz in Rome 
and Gordon Cramb 
in Amsterdam 

The chances of Wim 
Duisenberg becoming first 
head of the European Cen- 
tral Bank receded further 
yesterday when Romano 
Prodi. the Italian prime min- 
ister. threw his weight 
behind plans to block the 
Dutch candidate. 

Even before publication of 
Mr Prodi’s claim that Mr 
Duisenberg had been unac- 
ceptably “contemptuous” of 


Italy's ability to enter the 
planned single currency, the 
Dutch government appeared 
to soften its insistence that 
its former central bank gov- 
ernor should have the job. 

Hans van Mierlo. foreign 
minister, said on Monday 
night after meeting Euro- 
pean Union counterparts in 
Brussels that “compromises 
are not to be shunned" as 
long as they were rational 
This followed a surprise 
move by France last week to 
put up Jean-Claude Trichet, 
its central bank chief, as a 


candidate for the job. 

A Hague foreign ministry 
official acknowledged yester- 
day that Mr Prodi’s com- 
ments Truant that the Dutch 
could no longer claim that 
only France was standing in 
the way of Mr Duisenberg. 

“I think it's a very good 
thing that Duisenberg is 
being blocked.” Mr Prodi 
told the Italian daily D Mes- 
saggero. He implied that 
Hans Tietmeyer, the current 
Bundesbank president, 
would he a better choice. 

“There was a point at 


which central bankers were 
expressing severe criticism 
of Italy. Tietmeyer gave 
severe judgments which 
expressed bis preoccupations 
but they were well-grounded. 
Duisenberg preferred judg- 
ments that were simply con- 
temptuous." 

The substance of any 
potentially acceptable com- 
promise remained unspecif- 
ied yesterday. Mr Tietmeyer 
has said he does not want 
the ECB job. The Hague offi- 
cial said there was “abso- 
lutely no question" of split- 


ting the term to give Mr 
Duisenberg and another 
candidate three years 
each. 

Mr Duisenberg moved to 
Frankfurt this summer as 
head of the European Mone- 
tary Institute, the forerunner 
of the ECB. The Netherlands 
had fully expected him to 
accede unopposed to the new 
post next May but is pursu- 
ing the issue cautiously, 
avoiding any overt threat to 
use its veto to block Mr 
Trichet. 

“The more calmly and qui- 


etly we respond, the better,” 
said Mr van Mierlo. “This is 
not only about the Nether- 
lands again needing to land 
a post It also concerns the 
position in respect of mone- 
tary policy.” 

The decision by Mr Tiet- 
meyer to rule himself out tor 
the ECB presidency will 
come as a blow to Mr Prodi 
who had believed that a 
stand-off between France 
and Germany could have 
been resolved by allowing 
the Bundesbank chief to 
take the post for three years. 


Russia ‘must 
have new tax 
code next year’ 


By John ThomfiBI 
in Moscow 

A new tax code, critical for 
Russia's attempts to put its 
shaky public finances in 
order, must be adopted in 
the first half of 1998, Victor 
Chernomyrdin, prime minis- 
ter, said yesterday. 

The code, needed to sim- 
plify Russia's often contra- 
dictory tax regime, has been 
much wrangled over 
between the government and 
parliament, leading to delays 
in introducing it. The gov- 
ernment had hoped to imple- 
ment a new tax code at the 
start of next year. 

Mr Chernomyrdin prom- 
ised that a trilateral commis- 
sion, composed of members 
of government and both 
houses of parliament, would 
reach a satisfactory compro- 
mise on overhauling Rus- 
sia’s tax regime, which he 
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described as “the world's 
most complex”. 

“This has wxt r u mp signifi- 
cance for the country's econ- 
omy,” he declared. The Rus- 
sian government has been 
goaded by the International 
Monetary Fond into produc- 
ing an action plan to tackle 
a severe shortfall in federal 
revenues. Last month, the 
IMF suspended a loan pay- 
ment to Russia, citing lack 
of progress on tax collection. 

Mr Chernomyrdin con- 
ceded the state had collected 
only 60 per cent of its 
planned taxes so far this 
year. The government prom- 
ises to unveil details of the 
plan later this week. Alexan- 
der Pochinok, head of the 
state tax service, yesterday 
outlined a series of measures 
to increase tax collection. 

For example, oil compa- 
nies which are up to date 
with their tax payments will 
be allowed to export more of 
their output, benefiting from 
higher international prices. 

But the government will 
not forgive any outstanding 
tax payments and will force 
corporate tax debtors to res- 
chedule their debts or face 
bankruptcy proceedings. “If 
an enterprise does not agree 
to restructuring voluntarily, 
we will ask the tax police to 
arrest its assets or ask Mr 
Mostovoi [bead of the state 
bankruptcy agency] to start 
proceedings against it,” Mr 
Pochinok said. 

The Russian government 
has talked tough before but 
failed on its promises to 
raise extra tax revenue. But 
Mr Pochinok said the Justice 
Ministry was developing 
stronger legal mechanisms. 

“In the past, court mar- 
shals were weak and feeble 
creatures. Usually, it was a 
woman with children, with- 
out a sub-machine gun or a 
bullet-proof vest. We are 
now creating a mechanism 
allowing the state to protect 
its interests." 


Spain to 
clear way 
for labour 
flexibility 

By David White in Madrid 

Spain needs to take further 
steps to introduce more flex- 
ibility into its labour mar- 
ket. Rodrigo Rato, economy 
and finance minister, said 
yesterday. 

The centre-Tight govern- 
ment's decision to promote 
further changes comes 
despite a reform package 
agreed tills spri ng between 
trade unions and grap lnypni 1 
organisations. The package 
was aimed at reducing the 
country's unemployment 
rate, the highest in the 
European Union. 

The changes are aimed at 
overcoming employers’ 
reluctance to take on new 
permanent staff by creating 
a new model of job contract 
limiting employers' liability 
to compensation payments 
in the event of redundan- 
cies. 

The new contracts apply 
to people wanting to convert 
from temporary to perma- 
nent jobs, to young people 
and other groups with par- 
ticular difficulties finding 
employment 

Mr Rato said more than 
800,000 people had taken 
advantage of the new con- 
tracts since May, and Spain 
was creating jobs at a rate 
three times the EU average. 
But he said that conditions 
on hiring, working hours 
and wages stBl needed to be 
made more flexible. 

Mr Rato’s comments coin- 
cided with publication of 
October figures showing an 
increase of 32,800 in the 
number of registered job- 
seekers to 2.07m, or 1&9 per 
cent of the active popula- 
tion. compared with 12.7 per 
cent in September. This fig- 
ure accounts for only part of 
total on employment, offi- 
cially estimated at near 21 
per emit. 

Despite the rise, attri- 
buted partly to tiie end of 
the tourist season, new 
labour contracts reached a 
monthly record of Llm. 


Tietmeyer confident 
that Germans will 
rise to challenge 

The head of Germany’s Bundesbank tells 
Peter Norman and Andrew Fisher why he 
is being realistic about Emu 


I t is not easy to express 
reservations about the 
euro in Germany. Hel- 
mut Kohl, the chancellor, 
has staked so much prestige 
on the launch of the Euro- 
pean single currency zn Jan- 
uary 1399, that an y nfflrfal 
appearing less than enthusi- 
astic Is quickly suspected of 
disloyalty. 

These are therefore diffi- 
cult days for Hans Tiet- 
meyer. The president of the 
Bundesbank is charged by 
law with upholding the 
D-Mark and ensuring it will 
not be replaced by a weaker 
currency. With his insis- 
tence that European eco- 
nomic and monetary nninn 
must be sustainable and 
with his warnings that Ger- 
many must adapt to make it 
work, Mr Tietmeyer is fre- 
quently suspected of euro- 
sceptitism. 

But interviewed in his 
large, functional office near 
the top of the Bundesbank's 
Frankfurt headquarters, he 
pleads guilty to realism, not 
scepticism. 

“1 would be a sceptic if by 
that yon meant that I point 
to the conditions, the 
requirements for it to be a 
sustainable success. But that 
is the wrong definition of 
sceptic. I am an advocate of 
a euro that is solidly based 
HTiri hag a good rthanrta to 
stay solid on a sustainable 
basis and to produce no 
major conflicts Anyone who 
pushes for what I have 
sought is no opponent, no 
sceptic, rather an advocate 
[of Emu]." 

Mr Kohl and others might 
take some comfort from that 
announcement. But they 
might well be daunted by 



Tietmeyer: ‘Coolness towards euro preferable to euphoria’ 



In business as in motor racing, 
you can’t beat being at 

Lb Mans for the race. 


In tfar heart of an exceptional motorway network. 
LeMaraSarthe has esceUent road links to the rest of France 
and Europe. Although Paris is not far away (less than 1 hoar 
by TGV). the anting up cans and rents make the rtgion an 
attractive location. In terms of performance, it is an impor- 
tant centre for the motor industry in France and one of the 
main centres for the agricultural produce industry. 
Like Philip*, who hare chosen to base a World Mobile 
Telephone Centre here, you have everything yon need to 
succeed in Sarthe. So. make a beeline now. 


Le Mans - Sarthe 


AngsOka Mortals, tel: OO 33 2 43 57 43 lO 
e-mail: magBiarth ^catt 



SARTHE 


the number and scale of the 
thing s Mr Tietmeyer thinirs 
Germany needs as a result 
"We have a hell of a lot to 
do,” he says. “We have to 
make sure of our tax reve- 
nue base over the long term. 
We have to make sure we 
are flexible and dynamic and 
not just in the export sector. 
We have to have more flexi- 
ble labour markets.” 

“There are people who say 
‘look at our exports, look at 
our huge trade surplus’. 
[Both or these should reach 
record levels this year.] 
That’s all very welL I agree 
that the process of adjust- 
ment in Germany’s export 
industry is already very 
advanced. 

But I cannot equate the com- 
petitiveness of our export 
industry with the competi- 
tiveness of the economy as a 
whole. If you look at the 
economy as a whole - at its 
level of dynamism - then a 
lot remains to be done in 
Germany.” 

Emu makes change an the 
more urgent. “[It] is not a 
formula for solring all our 
problems,” the central 
hflttirnr says, "but a toughen- 
ing of the environment”. 

In some areas, he agrees. 
Germany would benefit. 
"But in some ways it will 
make life harder. If the will 
and the desire to change are 
there, things win work out 
But people will be labouring 
under an illusion if they 
believe the coming of the 
euro will protect them from 
the need to adjust." 

On the other band, Mr 
Tietmeyer distances hinwlf 
from those who claim that 
nothing is changing in Ger- 
many, 

”1 agree not enough is 
changing. But let s look at 
wages, working hours, flexi- 
bility. 1 have the impression 


a lot has been happening 
over the past couple of 
years. There is quite a lot of 
flexibility at plant level, 
even regarding wages. 

“Things are happening at 
company level, below the 
threshold of public aware- 
ness. In the case of wages 
policy, that comes from east- 
ern Germany. That’s where 
the erosion of the collective 
bargaining system is quite 
advanced. 

“But it is all happening in 
relatively narrow sectors. 
Not in the bureaucracy, not 
in the legal system or the 
welfare state. That's where 
our problems lie. There 
could also be a problem of 
attitudes in society as a 
whole. But then, if you com- 
pare things with how they 
were a year ago, mental atti- 
tudes are changing, though 
slowly.” 

B ut won’t the euro, and 
tiie increased competi- 
tiveness it brings, 
deliver an economic shock to 
the country? 

Far a self-proclaimed real- 
ist, Mr Tietmeyer is optimis- 
tic. “I hope that Germany 
will be ready and I have 
tried to make clear to Gar- 
man politicians and the pub- 
lic what currency union 
means,” he said. 

Is the public ready? What 
of the German public's noto- 
rious coolness towards the 
single currency? Here Mr 
Tietmeyer sees an unex- 
pected benefit 
“German coedness towards 
the euro is preferable to 
euphoria. Hard realities will 
have to be confronted and 
people need to be realistic 
about what tills means. A. 
positive attitude that is 
aware of reality is a better 
base for Emu than any 
other." 


NEWS DIGEST 


Drachma worry 
hits markets 

The benchmark Index on the Athens 

market All but one of the exchange s 62 componmn. 

stocks finished lower on the 5? y - -.rcicHnc high 
The lack of buyers was attribute 8 

drachma rates In the money market The =_ 

is scheduled to present .Bbudgot today, m 

femand for bonds, according to reports- . , mnrk 
However, the one-month Atbibor. Greece 
interbank rate, eased to 39.02 per cent tomMondaya 

a recalculated basis. Reuters, Athens 

U RUSSIAN POLITICS 


Vladivostok mayor quits 

The mayor of Vladivostok said yesterday ; 
after years of acrimonious battles with theregional 
governor. Victor Cherepkov. a former naval officer, said 
he was stepping down because his lo ^ row with 
Yevgeny Nazdratenko. the governor of Pemor^y Arm. 

utterly undermined his authority as city council 
leader 

He appeared later on television, saying he planned to 
reveal more about local politics in the region, which is 
close to retina and North Korea and serves as homo to 
Russia’s Pacific Fleet . , ... 

The fleet has been badly hit by cuts in defence spending 

and the post-Soriet economic crisis in general. Igor 

Khmelnov, its former commander, went on trial yesterday 
on char ges including abuse of office and forgery. 

Mr Cherepkov and Mr Nazdratenko have exchanged 
accusations of graft and mismanagement. In March 1994. 
riot police stormed city hall to arrest Mr Cherepkov on 
corruption charges, though he was later reinstated. 

The governor, originally appointed by President Boris 
Yeltsin, has since fallen out with the Kremlin over the 
return to China of disputed frontier territory' close to 
Vladivostok and over his handling of an energy crisis in 
Primorsky Krai. Reuters. Vladivostok 

U CYPRUS 


Holbrooke ends talks 

Richard Holbrooke, the US envoi’ for Cyprus, yesterday 
left the igi»nd without announcing any breakthrough on 
the long-running dispute between Greek and Turk 
Cypriots. He had spent four hours discussing the island's 
problems with Glafcos derides, the Greek Cypriot 
president, and Rauf Denktash, the Turkish Cypriot leader. 

Mr Holbrooke then headed for Ankara for further talks 
with Mesut YUmaz, the Turkish prime minister. 

Referring to tensions between Greece and Turkey. Mr 
Holbrooke said differences between the two Nato allies 
could not be dealt with, unless Cyprus was tackled first. 
He said holding the meeting was a “positive fact" by itself 
but noted that “the legacy of distrust" prevented fruitful 
talks about the future. 

Mr Holbrooke conceded that the two communities on 
the island held incompatible positions on two or three key 
issues, such as sovereignty, and the return of refugees. 

He did not appear to have made any headway on the 
question of Cyprus-EU accession talks, which are due to 
begin next spring. Turkey has threatened to annex the 
northern part of the island if the EU proceeds with 
accession with the Greek Cypriot part of the island. 

Andreas Hadjipapas, Nicosia 

TURKISH ISLAMISTS 


Erbakan wins time 

Turkey’s constitutional court yesterday gave Necmettin 
Erbakan, leader of the Islamist Welfare party, another 
week to prepare his defence in the country’s most high- 
profile triaL 

Mr Erbakan is fighting against a state prosecutor's 
demand that the party be closed for agitating against “the 
principle of secularism in the constitution''. 

On entering court Mr Erbakan asked for 20 days to 
rebut the prosecution’s claims that he had called for a 
jihad or “holy struggle” against the state and had urged 
party members to contribute money to an Islamist 
television channel. 

However, the court rejected Mr Erbakan's demands and 
set a hearing for next Tuesday. Welfare is Turkey’s 
largest political party with ISO of the 550 seats in 
parliament. John Barham. Ankara 

ROMANIAN ECONOMY 


Rising price warning 

Ro manian monthly inflation in October reached 6.5 per 
cent, almost twice the September figure. Analysts in 
Bucharest say that the rising prices may push the 
government to implement another round of highly 
unpopular austerity measures. 

The inflation figures are the result of events in the 
su mmer , when in the face of widespread workers' protests 
the government agreed to index wages and give generous 
compensation packages to unemployed miners. 

Recent increases in energy prices mean that November 
inflation is considered unlikely to be significantly lower 
than the October level. 

The news will strengthen the hand of President Rmii 
Constantin escu, who is pressing for a cabinet reshuffle in 
order to speed up reforms. Anatol Lieven. Budapest 

MARITIME DEAL 


Fishing dispute settled 

Norway, Greenland and Iceland yesterday settled a 
long-running dispute over maritime boundaries in an area 
of the North Atlantic. 

The Norwegian foreign ministry said the three nations 
signed a deal fix i ng territorial waters in a 1,934 sq km 
patch of Arctic waters rich in fish. 

The zone was excluded from a deal ordered by the 
International Court of Justice in the Hague in 1993 to end 
a 13-year dispute between Norway and Denmark over a 
neighbouring 64.000 sq km. 

Norway, Greenland and Iceland held talks this autumn 
to work out a final deal in the area, which lies between 
the Arctic Norwegian island of Jan Mayen, Greenland and 
“ cland - Reuters. Oslo 

EU AND TURKEY 


Ankara to attend conference 

Tiffkey gave a grudging welcome yesterday to Monday’s 
decision by European Union foreign ministers to include 
it in a proposed European Conference bringing together 
ah the BITS prospective applicants. 

Fmeign ministers agreed in principle that Turkey 
would participate In the conference after Germany 
withdrew its objections. Bonn is anxious not to give 
Ankara any indication that EU consideration of its 
longstmiding membership application is now Imminent. 

The European Commission has twice rejected Turkish 
applkatoon* citing its size, poverty, economic and 
political instability as well as human rights violations. 

John Barham, Ankara 
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” " : NEWS: EUROPE 


Croatia, Yugoslavia 
reopen strategic rail 
link across war line 

By Guy Oinmore hi Dwlyada would earn SSOOrn. a year if on January 15 when the 

transport links to Yugo- mandate of a UN transi- 
Croatia and Yugoslavia slavia were folly resumed, tional administration 
yesterday moved a step. But while Zagreb has its expires, 
closer to normalising rela- sights fixed firmly west- Eastern Slavonia, on the 
tions when they reopened wards towards economic border with Serbia, saw 
rail links broken by the integration with Europe, some' of the worst fighting 
onset of war in 199L landlocked Serbia has more between Groat forces and the 

The first train to cross the to gain from access to ports ‘ former Yugoslav army after 
border, which is stfH littered mid o3 and gas pipelines an Croatia declared indepen- 
with landmines, left Vin- Croatia's Adriatic coast dence in 1991. 
kovd in eastern Croatia, and Progress has been alow on Diplomats said Serbs were 

travelled 40 km to Sid, just implementing an agreement suspected of exploding sev- 
inside the republic of Serbia, to relations oi grw? eral hand grenades in the 

The line, part of the in August last year. Major' town of .Vhkovar in recent 
Zagreb-Belgrade railway, gti^fctpg points are -Croatia's days. Several thousand of an 
was formerly the busiest demands for war repara- estimated 100,000 ethnic 
route linking southeast tions. missing persons and a Serbs in Eastern Slavonia 
Europe to the Balkans, dispute over control of the are expected to cross into 
Direct links between the two Prevlaka peninsula on the Yugoslavia when Croatian 
capitals are scheduled to' border of Croatia and Monte- rule is restored. Refugee 
resume next year. Mean- negro, the only republic to agencies fear a greater exo- 
while, passengers and have remained ill Yugoslavia dus if relations between the 
freight have to change trains with Serbia. two communities deteriorate 

twice at the border towns. Tensions are rising further. 

Air links between Croatia between Roman Catholic This week Serbs took their 
and Yugoslavia are still Croats and Orthodox Serbs child ren out of schools in 
closed and there is little road in the Croatian region of Eastern Slavonia in protest 
traffic. Eastern Slavonia, which will against the introduction of 

Officials estimate Croatia pass to Zagreb’s full control Croatian textbooks. *. 



Mary McAleese (centre) after being The ceremony in Dublin Castle was fast, invited the children as a sign of 
sworn in as president of the Irish watched by British and Irish govern- ho* intent to build bridges with North- 
Republic yesterday. On her left is her ment ministers, the leader of Sinn era Ireland during her term in office, 
predecessor, Mary Robinson, now UN Fdin, diplomats, church leaders and Gerry Adams, Sinn Fttn leader, now 
commissioner for human rights, and 600 children from schools on both firmly part of the Northern Ireland 
on the left of the group is Bertie sides of the border. political scene, was invited with heads 

Ahern, the Irish prime minister. Ms McAleese, who was born in Bel- of other parties from Northern Ireland. 


State TV row jams Italy’s political airwaves 


T he political conflicts inside 
Rai, Italy's state broadcast- 
ing system, have tradition- 
ally out-performed the most popu- 
lar soap operas on the country’s 
television. But in the last few 
days, the psychodrama has 
reached a new climax, all because 
of one little word. 

During Italy’s political convul- 
sions last mnnth, Mauri zin Man - 
noni, a presenter on TG3, the 
news programme on Rai’s third 
channel, called the crisis 
“absurd". 

In the resulting outcry, MPs 
across the political spe ctrum have 
slamm ed Rai for Its alleged pro- 
government bias, and the manage- 
ment of the network has once 
a gain become one of the country's 
most burning issues. But the pres- 
sures are also budding for a thor- 


verbal -shp. Rai was cen sure d last 
week for political Mas by the par- 
liamentary commission in charge 
of the state broadcasting sector. 

The censure provoked a new 
split in the government’s fragile 
parli a me n t ar y majority, with the 
Greens and the Reconstructed 
f>immnrrigm parly, which precipi- 
tated the political crisis over wel- 
fare r ef or m in the first place, vot- 
ing to condemn the state 
networks. 

The two parties, which both 
support the governing majority, 
complained that Rai’s news cov- 
erage was partisan and echoed the 
views of the PDS, the former Com- 
munist party which is now the 
largest party in the governing 
coalition. 

The right-wing opposition, led 
by SOvlo Berlusconi - who also 
controls the three main private 
television channels r also voted 


ough modernisation which would 
leave behind Rai’s traditional role, 
in which even chauffeurs and In favour of the censure motion, 
doormen are appointed through The right has since called for 
political pa tronage. the resignation of Rnzo Siciliano, 

In response to Mr Mazmoni’s the Rai chairman, who is close to 


the PDS. But, backed by his politi- 
cal patrons, Mr Siciliano has bct 
no reason to step down. Massimo 
D'Alema, the PDS leader, 
described the censure as an attack 
on the freedom of the press and 
renewed a call for a radical reform 
of the state broadcasting system. 

Mr D’Alema also called for 
RATs chief executive to be an 


manipulation of television net- 
works, whether private or public. 
The difference today is that the 
rapid changes sweeping the televi- 
sion and telecommunications 
Industries and growing public dis- 
enchantment with the quality of 
Italian television are putting pres- 
sure on the political parties to 
overhaul the entire system. 


Audiences have tired of the standard 
mix of variety shows and interminable 
political chat shows where comperes act 
like obsequious major-domos 


independent figure with signifi- 
cant powers, which might seem a 
conciliatory step. But the opposi- 
tion parties and the smaller par- 
ties wi thin the government tear 
that such an appointee would 
inevitably be in thrall to the PDS. 

There have been plenty of rows 
in the past over the political 


Italians are watching less and 
less television, hi the first nine 
months of thi« year, there was a 
3.6 per ceit fall in prime time 
television viewing. Over the past 
two years, the networks have lost 
1.5m viewers. Audiences have 
tired of the standard mix of vari- 
ety shows and interminable politi- 


cal chat shows where compares 
act like obsequious major-domos. 

The decline in audience could 
not come at a more delicate time. 
Italy's traditional terrestrial net- 
works are already bracing up for 
the challenges of digital television 
and satellite broadcasting. In 
recent weeks, Italian broadcasters 
and France's Canal Plus have 
reached agreement on a 
digital platform to supply pay-tele- 
vision. New legislation was also 
recently passed to prevent any 
frin gie network controlling more 
than 2D per cent of Italian televi- 
sion broadcasting and no more 
than 30 per cent of total revenues 
including advertising and licence 
fees. 

The government is soon to set 
up a new regulatory authority to 
establish how long foe Rai net- 
work can continue to sell adver- 
tising on its three channels Ulti- 
mately, Rai, which also is funded 
by licence fees, will only be able 
to tap the advertising market for 
two of its channria 


This is bound to force the 
organisation to adopt a more busi- 
ness-like approach to managing 
its interests, especially if the gov- 
ernment is sincere in its longer- 
term commitment to privatise the 
state broadcasting network. Other 
change is likely to follow. 

Under the current system, jobs 
in Rai are apportioned according 
to the political weight of the 
respective political parties to 
ensure that all these parties are 
represented fairly in the state net- 
work. Unsurprisingly, questions 
have been raised over the journal- 
istic independence of the chan- 
nels. 

The end result, even the politi- 1 
cal parties agree, is becoming 
more and more awfuL However, 
as the political temperature 
increase, the necessary consensus 
to reform the system still seems 

far nff 

Italy’s absurd television soap 
opera is likely to run and run. 

Paul Betts 


Czech 

securities 

watchdog 

approved 

By Robert Andaraon 
in Prague 

The Czech lower chamber of 
parliament yesterday finally 
approved creation of a secu- 
rities e xchang e commission. 
In reaction to a series of 
investment fund frauds that 
have tarnished the stock 
market's image. 

Together with plans to 
compel banks and invest- 
ment funds to cut their 
shareholdings in industry, 
the measure could reverse 
Si 45m of net outflows of for- 
eign portfolio investment 
from the Czech market for 
the first half of this year. 

The centre-right govern- 
ment accepted the need for 
an Independent watchdog in 
April after fraud at two 
investment funds, which 
revealed a lax system of Min- 
istry of Finance supervision 
and only sluggish enforce- 
ment through commercial 
courts. 

The Independent watch- 
dog, whose members will be 
appointed by the president 
and nominated by the 
finance minister, will have 
the power to revoke licences, 
halt transactions and fine 
participants up to Kcioom 
<$3m). 

However, the proposal has 
been held up and scaled 
down in parliament. The 
commission, which is expec- 
ted to start work in Febru- 
ary, will not be able to issue 
its own regulations but will 
have to go through the Min- 
istry of Finance. It will also 
be financed from the state 
budget rather than by mar- 
ket participants. 

Mr Tomas Jezek, head of 
the stock exchange, said the 
commission was less flexible 
than he had hoped. “I am 
not happy but it can still 
work,” he said. 

Martin N^jedly of the bro- 
kers Wood & Co said: “This 
will certainly help in 
improving the image of the 
market but it will take time 
for investors to change their 
sentiment They will want to 
see how it will work in prac- 
tice." 





IN GLOBAL COMMUNICATIONS ONE SUPPLIER 15 BETTER THAN MANY. 


As a multinational business, your global communi- 
cations are mission critical. Only a truly international 
and independent single source provider can reliably 
delivertotally seamless solutions. Yon may already 
know that multi- vendor and alliance solutions do sot 
deliver either quickly, effectively or globally. Our 
strength lies in our independence and specialisation. 
For you, this means we deliver what we promise. 
You work with one network, one team and one. 


common set of technologies, your best guarantee of 
reliabilitjrand quality. 

We specialise in advanced communications for 
international business, providing integrated data, fax 
and voice sendees delivered through our own global 
network. Successful international clients such as 
Nestld, Allergan, Henkel and thousands of others 
recognise Inform as a stable and innovative supplier. 


As do die many national telecom operators and global 
1 000 busin e sses whom we provide with international 
network services. 

Global Intranets 

In addition to being the leading provider of high speed 
global intranets, Infonet implements and supports 
leading workgroup applications, such as Microsoft 
Exchange™ and Lotus Notes™, in addition to other 
corporate intranet services. We support all tins directly 


from our local offices in 57 countries, with connections 
in over 180. 

For 27 years we have been developing global 
communications solutions that really make a difference 
in everyday business. To find out more about the 
benefits Infonet can deliver - today and tomorrow - 
contact us as below. 
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NEWS: INTERNATIONAL 


S African business faces apartheid past 


By Roger Matthews 
In Johannesburg 

Archbishop Desmond Tutu 
yesterday urged South 
Africa's white business com- 
munity to take some respon- 
sibility for the apartheid sys- 
tem and consider offering 
financial help to those who 
had suffered most 
Archbishop Trztu, who 
heads the Truth and Recon- 
ciliation Commission, which 
is investigating gross human 
rights abuses committed 
under apartheid, strongly 

criticised three multina- 
tional oil companies - Shell, 
BP and MobiL 


Their failure to contribute 
to the work of the commis- 
sion was a “glaring and bla- 
tant omission" from organi- 
sations which appeared to 
have given the mast obvious 
support to the apartheid sys- 
tem, be said at the beginning 
of a three-day hearing into 
the role of business. 

“We are aware that some 
people in the business sector 
protested, but very many 
appeared to have positively 
cooperated with the apart- 
heid system,” said the arch- 
bishop. “We are not here to 
pillory or ridicule anyone, 
but to hear your story. It 
would be wonderful to hear 


someone saying *we were 
responsible for this, or that*. 

“It would also have a dra- 
matic effect if representa- 
tives of the business giants 
would say they wished to 
donate, say, RiOm f«2.07m) 
to the President's fund, 
which seeks to aid the vic- 
tims. It would go a long way 
to showing you want to be 
part of the healing process." 
he told businessmen. 

So far, the archbishop and 
his fellow commissioners 
have been, disappointed by 
the response of the private 
sector, but there were apolo- 
gies from one public corpora- 
tion yesterday. 


Eskom. the state-owned 
power supplier, admitted it 
had been discriminatory and 
had done nothing to Improve 
the plight of blacks. “Eskom 
wishes to apologise to all 
South Africans, that it did 
not take active steps to facil- 
itate the demise of apartheid 
and racial discrimination." 
the company said in evi- 
dence. 

This was the response 
sought by one witness. Sam- 
ple Terreblanche, an Afrika- 
ner and professor of econom- 
ics at Stellenbosch 
university. Re sought to 
show that white political 
dominance and “racial capi- 


talism" were two sides of the 
same coin. “Between 1910 
and 1994 white politicians 
and white business people 
were hand in glove with 
each other to protect their 
mutual interests,” he said. 
“On the one hand it aimed to 
maintain the structures of 
white power, privilege and 
wealth, and on the other 
hand the structures of black 
deprivation, discrimination, 
exploitation and poverty." 

Professor Terreblanche 
claimed several corporations 
“grew spectacularly rich due 
to lucrative favours and 
Inside information received 
from the government of the 


National Party.’' He pro- 
posed that a wealth tax be 
levied for the next 20 years 
on those with assets worth 
mole than R5ni- 

Gerhard Niekerk. manag- 
ing director of Old Mutual, 
South Africa’s biggest life 
assurer, said the one thing 
his organisation might be 
criticised for was not seek* 
ing a mandate from its mem- 
bers. “But no policyholders 
ever suggested we should 
take a stand against the 
apartheid system,” he said. 
As for Old Mutual's invest- 
ments in arms manufactur- 
ing companies, “this did not 
mean we ran them". 


Iran’s missile capability worries Israel 

Israel’s allies, unhappy with the peace process stalemate, fail to rally to its support 

‘The strategic alliances 


A s tensions escalate 
between the US and 
Iraq, Israelis have 
been advised to check their 
gas masks, last worn in 1991 
when Iraq fired Scud mis- 
siles at IsraeL 
But while Israel's defence 
ministry feels there is little 
reason to fear an Iraqi 
attack, government and 
media are focusing on a dif- 
ferent threat - from Iran. 

Israeli defence and foreign 
policy experts say Iran is 
developing non-conventional 
long-range missiles capable 
of reaching IsraeL 
This belief comes from 
Israeli and US intelligence 
officers who say Russia is 
supplying material to Teh- 
ran. If such deliveries are 
not stopped, they say Iran 
will have non-conventional 
long-range missile capacity 
within 18 months. Those 
missiles, says Uzf Arad, chief 
foreign policy adviser to 
Benjamin Netanyahu, the 
Israeli prime minister, will 
be fltmpd at IsraeL “As far as 
I can trii,, Russia is partici- 
pating in Iran's misRiiw pro- 
gramme. The implications 
are profound. Iran has 
re gional ambitions.” 

Yevgeny Primakov, Rus- 
sian foreign minis ter, failed 
to convince Israel during a 
recent trip to the region that 
Russia was not supplying 
Iran with non-conventional 
equipment Since then, Israel 
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Labour established with the 
Arab world are being dis- 
mantled because Netanyahu 
does not understand the 
wider implication of relations 
with the Palestinians’ 


has continued to lobby 
Washington, particularly 
Congress, to pressure Russia 
to halt any deliveries, and if 
necessary, impose sanctions 
on Russian industries 
involved with Iran. 

President Clinton is reluc- 
tant to impose sanctions at 
the risk of damaging Rus- 
sia-US relations. He is also 
reluctant to risk a trade war 
with Europe following the 
$2bn deal between Gazprom, 
the Russian gas company, 
and Total, the French energy 
group, to develop a gas field 
in Iran. 

Behind the scenes, Israel 
is lobbying hard to convince 
other countries, particularly 
the Europeans, to forge a 
united policy towards Iran. 
But Israel is finding it diffi- 
cult to rally firm support 
from Russia, the EU and its 
immediate Arab neighbours 
- themselves fearful of radi- 


cal Islam. 

Russia, strapped for cash, 
wants to re- establish its 
influence, whether with Iran 
or in the Middle East The 
EU Is increasingly frustrated 
with Israel’s hardline stance 
towards the Pales tinians . 
And closer to home, Israel's 
Arab neighbours feel 
betrayed by the collapse of 
the peace process. 

According to Ephraim 
Sneh, defence expert in the 
opposition Labour party, the 
Netanyahu government's 
policies towards the peace 
process are undoing the stra- 
tegic alliances Labour estab- 
lished with the Arab world 
during the 1990s. 

“Peace with the Palestin- 
ians was the clue to a differ- 
ent regional equation," 
explained Mr Sneh. For 
Labour, attempts to achieve 
a peace agreement with the 
Palestinians was crucial for 


what Mr Sneh calls “a new 
alliance configuration” 
against Tran. 

“The inner core would 
consist of Egypt, Jordan, 
Israel and the Palestinian 
Authority," said Mr Sneh. 
“The periphery would 
include Turkey, the Gulf 
States and the Maghreb. 
Under Netanyahu, this con- 
figuration is being disman- 
tled because he does not 
understand the wider 
regional implications of rela- 
tions with the Palestinians." 

But unlike Labour, which 
considered Iran to be Israel's 
number one enemy, the 
Netanyahu right-wing gov- 
ernment, until recently, was 
not so convinced. After win- 
ning elections 18 months 
ago. it established a high 
level inter-agency commit- 
tee, which included the intel- 
ligence services, to review 
Israel’s Iranian policy. “We 


were guided by pragma- 
tism.” said Mr Arad. 

In what may have been a 
gesture following the elec- 
tion of Mohammad Khatami 
as Iranian president last 
May, Israel stopped propa- 
ganda broadcasts transmit- 
ted from Amos, an Israeli 
commercial satellite. “When 
we discovered it was the 
Mujahedeen [Islamic Left 
guerrillas behind these 
broadcasts, we pulled the 
plug explained Mr Arad. 

At the same time, despite 
opposition from the defence 
ministry, Ariel Sharon, the 
hardline Infrastructure min- 
ister, began exploring ways 
to discuss the $650m owed by 
Israel to Iran for oil deliv- 
eries made before the 1979 
Iranian revolution. 

But in recent weeks, the 
gover nmen t has reverted to 
Labour rhetoric, convinced 
Mr Khatami has done little 


to change the direction of 
Iranian foreign policy. “Iran 
remains just as hostile to 
Israel and to the peace pro- 
cess as before.” said a senior 
defence officlaL “It contin- 
ues to train and arm the Hiz- 
bollah in south Lebanon. It 
is developing non-conven- 
tional weaponry." 

Israel has lost the support 
of even Its moderate Arab 
neighbours. Even though 
they loathe Islamic funda- 
mentalists, they deeply dis- 
trust Mr Netanyahu. The 
defence official admitted Mr 
Netanyahu's attitude 
towards the peace process 
and what appears to be his 
contempt for the Arab world, 
plays into the' hands of 
Islamic fundamentalists. 
“They seek division. With 
little prospects of peace, they 
tap the disappointment 
among what were some of 
our closest Arab allies." 

Senior Israeli officials, 
meanwhile, believe they 
have little choice hut to keep 
up the pressure on as many 
countries as possible, telling 
them not to underestimate 
Iran’s regional ambitions. “If 
we fail to convince our 
friends in the face of this 
non-conventional threat, 
Israel would have to have an 
effective deterrent," said Mr 
Arad. That deterrent, the 
nuclear one, already exists. 

Judy Dempsey 


Chip 
industry 
gears up 
to spend 

By Paul Taylor 

The world’s semiconductor 

industry is gearing vp f° r a 
substantial increase in capi- 
tal spending over the next 
few years, figures released 
yesterday by Semiconductor 
Equipment & Materials 
International (Semi), the 
industry association, show. 

Elizabeth Schumann. 
Semi’s senior market ana- 
lyst, told an Industry audi- 
ence in Munich yesterday 
that annual capital equip- 
ment spending would grow 
from about $28bn this year 
to about S45bn to the year 
2000. __ 

The strongest growth - 2- 
per cent - is expected 
between 1999 and 2000 as 
new manufacturing pro- 
cesses come on stream. Ms 
Schumann's forecasts, based 
on a survey of 90 Semi mem- 
bers. reflected the transition 
over the next few years to 
larger 300m silicon wafers 
and 0.18 micron chip 
designs. 

Both steps will increase 
chip makers’ output, but will 
Involve hefty investment in 
new plant and equipment, 
including wafer processing 
machinery. 

“We expect the 3DOmm 
fobs [semiconductor manu- 
facturing facilities] to go in 
at the same time as the 
move from 0.23 micron to 
0.18 micron designs," she 
said. 

The industry expects to be 
boosted by a recovery in 
semiconductor sales with 
double digit growth rates 
each year, be ginning with an 
11 per cent gain in 1998 and 
reaching $232bn in 2000. 

Ms Schumann acknowl- 
edged “mixed signals" about 
semiconductor making 
capacity, with some evidence 
of increasing capacity utilis- 
ation offset by continuing 
weakness in memory chip 
prices. 

Despite this, she said 43 
new fobs, with a capacity of 
nearly 800,000 8-inch wafers 
a month, would be added 
next year. 


Baghdad 

spurns 

UN arms 
appeal 

By Laura saber and Mtehwf 

Littlejohns in New York 

Iraq yesterday refused to 
reverse its order to expel 
American arms inspectors . 
after fresh appeals from the 
United Nations Security 
Council. 

Tariq Aziz- Iraq’s deputy 
prime minister, said y ester- 
day: “They are asking roe to 
rescind our decision of Octo- 
ber 29. . . but I have been 
telling them you are going to 
have to chance the course of 
your work towards Iraq." 

He said Baghdad insisted 
the UN respect its own reso- 
lutions, including a provi- 
sion to lift sanctions once 
the UN disarmament Com- 
mission (Unscom) declared 
that Iraq had dismantled its 
weapons of mass destruction 
and their production facili- 
ties. 

Mr Aziz accused Washing- 
ton of hijacking the UN mis- 
sion. in force since the end 
of the 1991 Gulf war. “Are 
you going to assure me that 
Unscom will act as a UN 
organ or continue to act as 
an organ whose end user is 
either the Pentagon, the CIA 
or the State Department In 
the US? I did not get any 
satisfactory answer to that," 
he said, after meeting with 
Qin Huasun, the Chinese 
president of the council. 

The US and Britain yester- 
day were trying to win sup- 
port for tougher measures 
against Iraq. A British 
spokesman said the “core 
elements" had been agreed 
in consultations among the 
five permanent Council 
members. They include con- 
demnation of Iraqi interfer- 
ence with UN weapons moni- 
toring, and an overseas 
travel ban on officials 
obstructing the UN mission. 

Despite opposition among 
most Council members to 
military' action against Bagh- 
dad, William Cohen. US 
defence secretary, reiterated 
the US contention that there 
was “Inherent authority" 
under existing UN resolu- 
tions for a military response. 
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Azeri consortium rolls out the barrels 

Caspian Sea - world’s next big oil region - came on stream this week, writes Selina Williams 


A zerbaijan's first foreign oil 
consortium is throwing a 
party this week to cele- 
brate the first barrels from their 
Caspian Sea fields - and signalling 
to other investors it is possible to 
do business In the former Soviet 
republic. 

The first output comes three 
years after an $sbn deal was signed 
between the Azerbaijan Interna- 
tional Operating Company (AIOC) 
- an international consortium 
including British Petroleum, 
Amoco, Exxon and Lukoil - and 
the Azerbaijani government, to 
develop offshore fields in their sec- 
tor of the Caspian Sea, which con- 
tains an estimated 4bn barrels of 
oil. 

The oil started to flow last week, 
48 years after the first offshore oil 
was extracted from the Caspian. 

“When the contract was signed, 
there were so many uncertainties 
and potential problems, including 
the status of the Caspian,” said 
Tevfik Yaprak, World Bank repre- 
sentative to Baku. “But now only 
three years later we see oil coming 
out of the Caspian and it indicates 
the progress and development of 
the whole oil project 
here." 

Despite Russia's insistence that 
the Caspian is a lake and not a sea 
and profits should be divided 
between the five states that sur- 
round it. a recent spat between 
Turkmenistan and Azerbaijan over 
development of an offshore field 
undermined Russia's position as 
Turkmenistan was disputing the 
median line in the sea, not whether 
there was one. 

AIOC - which has already spent 
$lbn on platform renovation, an 
onshore terminal to receive the oil 
and an underwater pipeline to the 
terminal - is not only relieved to 
have struck oil on schedule, but 


Azerbaqaiu the third oil boom 
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satisfied the northern export route, 
which will take the oil out of this 
landlocked region from mid-Jan cl- 
ary. seems to be functioning as 
planned. 

After months of tricky negotia- 
tions between Russia and Chech- 
nya over transit tariffs and repair 
costs were finalised, Azerbaijan's 
state oil company sent its crude 
through the northern pipeline 
route on October 25 to Russia’s 
Black Sea pert of Novorossiisk. For 
the first time, crude from indepen- 
dent Azerbaijan began its journey 


to world markets. 

Azerbaijanis are not newcomers 
to the oil game, but it is tbe first 
time they and not Moscow are in 
control. Previous oil exports at tbe 
turn of the century were made 
under contracts with the Russian 
Empire when Azerbaijan was a col- 
ony. 

After the Russian Revolution, 
the Bolsheviks quickly recognised 
Baku's enormous potential and by 
1920 the Red Army had secured 
control of Azerbaijan’s ofl and cut 
the supply lines to the west Dur- 


ing the second world war, Azerbai- 
jan supplied 75 per cent of the 
Soviet Union's ofl. 

“We've shown that we can per- 
form here as a foreign entity and 
we now have tangible proof that oil 
can be exported," said Igor Bfimoff. 
president of Pennzotl which has 4J9 
per cent of AIOC and a 30 per cent 
share in a second consortium 
formed in 1995. 

Eight other consortia, five of 
which signed deals in the past nine 
months and which include major 
players such as Chevron, Mobil 


and TotaL are in the exploratory 
phase of work and have pledged to 
Invest $22bn. 

Experts estimate the Caspian 
Basin could hold more than IOObn 
barrels, placing the region dose to 
the Middle East and Russia in out- 
put Azerbaijan’s peak production 
by 2022 is expected to reach 1.6m 
barrels a day, making competition 
stiff for the biggest prize of all to 
be decided next year - the main 
export route. 

Georgia, Russia and Turkey are 
locked in a battle to win the pipe- 
line that will handle AIOCs peak 
production of 800.000 barrels a day 
to five years' time and quite likely 
handle some portion of oil from 
other Caspian littoral states such 
as Kazakhstan and Turkmenistan. 

But pipeline decisions are com- 
plicated to such a volatile region 
where any line would have to tra- 
verse an area of previous or poten- 
tial conflict and where the shortest 
and cheapest route is not necessar- 
ily the best 

Armenia and Iran are both 
excluded for political reasons. This 
leaves the Turkish route, which 
though the longest and costliest, 
could be more practical because it 
will terminate at Ceyhan to the 
south, where there is a big market 
for oil to the energy -hungry Medi- 
terranean. 

Turkey has objected to more 
tankers going through the Bospho- 
rus, making the cheaper alterna- 
tives of pumping the oil through 
Georgia or Russia to the Black Sea 

less likely. 

“This project has been a real cat- 
alyst for change." said Terence 
Adams, AIOC president. “The 
direction is now set for Baku to 
become the centre of the Caspian 
for oil export, as well as develop- 
ment and production.” 


Malaysia pressed on key offer in WTO talks 


By Frances WffianM 
bi Geneva 

The world’s leading trading 
powers were yesterday 
involved in intensive negoti- 
ations with Malaysia in an 
attempt to improve the 
terms on which it will guar- 
antee pyistfag foreign invest- 
ments in the financial ser- 
vices sector. 

The talks delayed the for- 
mal submission of Malay- 
sia's offer in World Trade 
Organisation negotiations to 


liberalise global banking, 
insurance and securities 
markets, due to conclude on 
December 12. Senior trade 
diplomats meet today to take 
stock of the negotiations. 

Trade officials said Malay- 
sia’s stance in the financial 
services talks was consid- 
ered pivotal. Its approach is 
expected to influence other 
Important emerging econo- 
mies in east Asia and Latin 
America that have yet to 
submit offers, many of 
which like Malaysia have 


been hit by recent currency 
turbulence. 

“This is the offer everyone 
has been waiting for," a 
senior trade official said yes- 
terday. Indonesia, the Philip- 
pines and Brazil have also 
promised offers this week. 

Malaysia circulated its 
draft market-opening propos- 
als on Monday to the US, 
European Union and other 
trading partners. Among 
other provisions, these 
would raise the limit on for- 
eign shareholdings in Malay- 


sian insurance companies 
from 49 to Si per cent. 

However, under the policy 
of “Malaysianisation”, for- 
eign insurers such as AIG, 
the US insurance giant, 
would still have to reduce 
bigger stakes acquired in the 
past to 51 per cent. This 
requirement is opposed by 
western trading nations 
which want frill guarantees 
for existing investments. 

Malaysia, like most other 
east Asian countries, oper- 
ates tough restrictions on 


new foreign entrants and 
shows no inclination to relax 
them, especially in the con- 
text of the region's financial 
crisis. Protection of existing 
investments, known in WTO 
jargon as “grandfathering”, 
has thus become a priority 
for trading partners. 

Trade diplomats said yes- 
terday that despite its short- 
comings the presentation of 
Malaysia's draft offer was 
itself a step forward in the' 
WTO negotiations. Similarly, 
Canada's revised offer ear- 


lier this week to allow for- 
eign banks' to set up 
branches, though expected, 
was another move adding 
momentum to the talks. 

The USand EU are never- 
theless encountering prob- 
lems in persuading Japan to 
guarantee in the WTO 
aspects of its bilateral insur- 
ance deal with Washington. 
Tokyo maintains that these 
additional commitments are 
unnecessary since they do 
not affect access to Japan’s 
financial services market 


Branson to tell 
EU of ‘illegal’ 
BA practices 


By Emma Tucker in Brussels 

Richard Branson, founder of 
Virgin Atantic, Is today 
expected to tell EU competi- 
tion officials and representa- 
tives of the member states 
that sales techniques used 
by British Airways are anti- 
competitive, exclusionary 
and Illegal under EU law. 

Mr Branson will be in 
Brussels for an official hear- 
ing into a complaint by tbe 
Virgin airline that the dis- 
counts BA offers corporate 
customers and the commis- 
sions it pays to travel agents 
are an abuse of BA's domi- 
nant market position. 

A preliminary analysis by 
the Commission's competi- 
tion services said the dis- 
counts systems appeared to 
be to breach of Article 86 of 
the Treaty of Rome which 
covers abuses of a dominant 
position. 

However, BA will endea- 
vour to shqw the Commis- 
sion that its discounting pol- 
icies are standard practice, 
not just by airlines but by 
other services too, such as 
car rental companies. It will 
further argue that It does 
not impose its discounting 
policies on travel agents and 
corporate clients, hut rather 
is responding to demand. 

“Even if a travel agent or 
a corporation does have an 
agreement with an airline, it 


to no way means that they 
can’t purchase their travel 
from another airline.” said 
BA. 

Virgin maintains that BA 
unfairly persuades compa- 
nies to use its services by 
offering a combination of 
discounts for different 
routes. Companies whose 
staff travel to destinations 
on which BA has little or no 
competition - such as to 
South America - are told 
they can receive additional 
discounts if they also use the 
airline to fly on routes 
served by many carriers 
such as across the north 
Atlantic. 

Virgin says BA’s argu- 
ments that all airlines pur- 
sue similar discounting poli- 
cies does not make the 
practice right. It believes dis- 
counts should be offered on 
a route by route basis, 
rather than packaged 
together. That way, it could 
compete directly on transat- 
lantic flights. 

Virgin has also objected to 
the commission structure 
that BA has set up for travel 
agents. It alleges that travel 
agents who reach a certain 
target of BA ticket sales 
receive extra commission. 

If the Commission upholds 
Virgin’s complaint, it would 
be entitled to fine BA up to 
19 per cent of the airline’s 
worldwide turnover. 


Net tightens on 
internet pirates 


By Alice Rawsthorn 

The : world’s record 
companies have agreed to 
finance 1 , the creation of a 
Londoti-Based digital detec- 
tion unit, which will scour 
the internet for copyright 
abases- 'A similar service 
alraadir exists in the US, 
operating from the Washing- 
ton headquarters of the 
Recording Industry Associa- 
tion of America. 


As internet use -has 
Creased In other countries, 
the national -music indus- 
tries have become incteas- 
mgly concerned about the 
growth of digital piracy. The 
International Federation of 
t he P honographic Industry 
(iFpi), the London-based 
organisation that represents 
rocord companies worldwide, 
has asked its m em h ers for 
funds to set up and operate 
the detection service. 
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By James Kynge 
hi Kuala Lumpur 

Mahathir Mohamad, 
Malaysia’s prime minister, 
yesterday brushed aside con- 
cerns over a domestic finan- 
cial crisis and said Kuala 
Lumpur would push afraid 
next year with a M$10bn 
($3bn) scheme to build a 
pipeline, a highway and rail 
link from a port in north 
west Malaysia to one in 
south eastern Thailand. 

The project would provide 
a more direct route between 
the middle east and Japan 
for oil tankers which cur- 
rently must navigate 
through the congested and 
sometimes hazardous Strait 
of Malacca to Singapore. 

Or Mahathir defended the 
plan to go ahead with the 
so-called Malay si an -Thai 
"landbridge" despite warn- 
ings from economists that 
this may not be the time to 
embark on ambitious Infra- 
structure projects with ques- 
tionable returns. 

The sharp depreciation of 
the ringgit and the stock 
market's plunge since early 
July are hitting most parts 
of the economy. 

"We are not so poverty 
stricken that we cannot do 
anything at all.” Dr 
M ahathir said. "If you Stop 
things, theu it is one sure 
way of creating a recession 
in this country. . . ” 

Malaysia has since July 
postponed many large infra- 
structure projects such as 
the M$13.6bn Bakun dam 
project in Borneo in order to 
convince financial markets 
that Kuala Lumpur was seri- 
ous about narrowing its cur- 


rent account deficit. Spend- 
ing, on imports far such pro- 
jects was. seen as one of the 
Twain reasons why Malaysia 
was running trade and cur- 
rent account deficits. 

The Malaysian-Thai “land- 
bridge’* could take consider- 
able freight business away 
from Singapore’s port. The 
proposed 190km pipeline 

across Kra isthmus from 
Alar Setar in Malaysia to Sal 
Bari in Thailand would be 
capable of handling 2m bar- 
rels of oil a day, about a fifth 
of the volume .shipped 
through the Malacca Strait 

The main ' companies 
involved in the project are 
Chiyoda Corporation, the 
Japanese engineering com- 
pany, East West Bridge, a 
Malaysian company, and Sri 
Uthong. a Thai company. 
Bernama, Malaysia’s 
national news agency, «rfd 
that a fourth company, 
Indonesia’s Latief Group, 
was also involved. There was 
no breakdown of their 
respective stakes In the con- 
sortium. 

• Malaysia’s support for 
financial liberalisation under 
the World Trade Organisa- 
tion has been damaged by 
east Asia’s c u rrency turmoil. 
Dr Mahathir b»W "We are 
now a bit leery of this 
deregulation and liberalisa- 
tion because we see these 

huing iwi p l wnwitwl . fn tha 

interests of the bigger econo- 
mies, ” he said. His com- 
ments support the view that 
although Malaysia has not 
officially dropped its inten- 
tion to became the region's 
financial centre, the pace of 
piannipni reform is likely to 
slow. 


Police widen 
gangster probe 


By Michiyo Nakamoto 
in Tokyo 

Japan’s corporate 
racketeering scandal wid- 
ened yesterday when police 
arrested officials at Toshiba 
and Mitsubishi Electric. 

Police later searched 
offices of the two multina- 
tional manufacturers. The 
action follows the arrest last 
week of three executives at 
Mitsubishi Motors for their 
involvement in illegal pay- 
ments to a rack e teer group 
led by Terubo TeL 

Along with Mitsubishi 
Motors, Toshiba and Mitsu- 
bishi Electric claim the 
alleged payments to sokaiya 
were in fact legitimate foes 
for use of a summer house 
near Tokya 

Toshiba has been singled 
out far criticism by police as 
it made direct cash pay- 
ments to Mr Tei’s group 
rather than bank transfer 
which would leave 
evidence. 

Both companies are expec- 
ted to face sanctions against 
their business from public 
institutions reducing orders 
for telecoms infrastructure 
equipment, participation in 
sewer construction projects 


and power plant construc- 
tion. 

The more enduring injury, 
however, could be from the 
impact in their image.. 

Mitsubishi . Motors 
acknowledged the bed pub- 
licity from earlier- arrests 
had hurt business at a trm» 
when the Tokyo Motor Show 
was expected . . to lift 
demand. 

The latest development 
comes days after the Keidan- 
ren, Japan’s largest business 
federation.- convened an 
extraordinary meeting aimed 
at confirming, the business 
ftwwtn iuijLy'B fi nrttTn tfyipHt to 
severing ties with 
sotcatya. ' 

Yesterday’s arrests follow 
admissions by Hitachi, 
Japan's largest integrated 
electric machinery maker. 
Mitsubishi Estate, Japan's 
preeminent real estate com- 
pany, and Dai NipponPrint- 
ing, one of the country’s 
largest chemicals companies, 
of payments to companies 
linked to corporate racke- 
teers. 

The developments signifi- 
cantly broaden the reach of 
the sokaiya scandal, which 
had previously embraced 
only finance groups. 


By John Burton in Seoul 

Economists are counting the 
costs as. the South Korean 
currency, the won, acceler- 
ates its slide against the US 
dollar. 

The impact will be largely 
negative, with higher infla- 
tion and interest rates, 
increased foreign debt costs, 
and a slumping stock mar- 
ket. The only positive news 
is that the weaker currency 
wffl narrow Korea’s current 
account deficit - f23-7bn last 
year. 

The economic problems 
could worsen a banking cri- 
sis some analysts speculate 
wfll force Korea to seek help 
from tiie International Mone- 
tary Fund. 

The won's woes can be 
traced to an economic slow- 
down that triggered a series 
of bankruptcies this year 
among highly -leveraged con- 
glomerates unable to service 
their large debts. 

This caused credit down- 
grades for main banks with 
heavy exposure to failed 
industrial groups. Korean 
companies began hoarding 
dollars in expectation of 
higher overseas borrowing 
costs as cautious banks cut 
back on lending. The won 
has plunged nearly 18 per 
cart this year as a result. 

The c urre ncy devaluation 
has caused a sharp foil in 
the Seoul bourse to a five- 
year low as oversees Inves- 
tors, worried about foreign 
exchange losses, leave the 
market. Interest rates have 
jumped in response, the 
benchmark three-year corpo- 
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rate bond yield climbing to 
12J9 per cent 

Interest rates are likely to 
be kept high by inflationary 
pressures because the cur- 
rency devaluation will raise 
the cost of fuel and capital 
goods, which account for 
nearly 90 per cent of 
imports. 

The state-run Korea Devel- 
opment Institute says that if 
the won remains close to 
1,000 to the dollar, inflation 
could rise to at least 6 per 
cent from its current A2 per 
cent 

Net foreign exchange 
losses on overseas debt this 
year are expected to increase 
to at least $4bn, which will 
hit the estimated 1997 net 
gamings of more than 500 

listed companies, according 
to the Korea Listed Com- 
pany Association. They 
reported a combined first- 
half profit of $2^bn before 
the currency weakened. 

The combination of higher 
debts costs and credit down- 


grades has undermined the 
banking system, which has 
non-performing loans conser- 
vatively estimated at $20bn 
from a string of bankrupt- 
cies. Most commercial bank 
loans are collateralised, but 
this is not the case for sec- 
ondary financial institu- 
tions. 

This has prompted specu- 
lation in international capi- 
tal markets that South 
Korea might be farced to ask 
the IMF for a rescue of the 
financial sector following 
similar bail-outs in Thailand 
and Indonesia- 

Some analysts believe 
such a step is not likely in 
the near term. “It’s a ques- 
tion of national pride. The 
economy will have to deteri- 
orate much further for the 
Koreans to make a IMF 
request** said Henry Morris, 
managing director for Coryo 
Securities. 

Finance ministry nfpi rials 
in Seoul express confidence 
Korea will soon be able to 


halt the currency slide. 
Expectations that the gov- 
ernment this week will 
announce a rescue of second- 
ary financial institutions 
could ease worries about an 
imminent iwnirj^g crisis. 

The government also 
expects pressure an the won 
will ease as the current 
account deficit shrinks this 
year to 3 per cent of gross 
domestic product, against 
nearly 5 per cent last year, 
as import growth slows. 

Uhm Tak-yong, deputy 
finance minister, said for- 
eign-currency reserves of 
$30.Sbn were not at a worry- 
ing level despite being 
slightly Jess than the three- 
month import cover recom- 
mended by the IMF. If pru- 
dently used, they "are more 
than sufficient" to defend 
the won. 

Also. Korea can call on 
another $30bn in foreign cur- 
rency deposits at domestic 
financial institutions, cen- 
tral bank officials sav. 


Officials dismiss specula- 
tion that Korea’s foreign cur- 
rency reserves have been 
depleted by as much as 
$15bn by selling dollar for- 
ward contracts to support 
the won. 

Currency traders in Singa- 
pore estimate that the Kor- 
ean central bank has spent 
only $3bn-$4bn in the non-de- 
liverable forwards market. 

Daily trading volume in 
the won has been light at up 
to $500m, only a tenth of the 
amount traded in the Thai 
baht and Indonesian rupiah. 
One reason is that the won 
is not fully convertible, 
which limits its supply to 
foreign speculators. 

Still, Korea remains vul- 
nerable to a currency crisis 
if foreign banks, worried 
about the banking sector, 
refuse to roll over short-term 
debt, which accounts for 
nearly 60 per cent of Korea's 
total overseas debt of SllObn. 

"I haven't detected many 
signs yet of foreign banks 


refusing to roll over 
short-term lending to Korean 
banks, but people are defi- 
nitely nervous," said one UK 
banker. 

“The problem is that most 
credit committees have sud- 
denly woken up to Korea's 
economic problems and they 
could still panic. Their Tears 
could become a self-fill filling 
prophecy.” 

European banks held 
S32JJbn in Korean debt, and 
the Japanese £!4.3bn at the 
end of 1996, according ta the 

Bank for International Set- 
tlements. 

“The markets are over-re- 
acting to Korea, which 
reflects the low foreign con- 
fidence in Korea due to the 
non- transparency of its 
financial system. This makes 
investors suspicious about 
the extern of its problems," 
said one London-based insti- 
tutional investor. 

Analysts expect any IMF 
rescue, which could cost 
S30bn-$l0bn. to include a 
wider oppning of Korea’s 
debt and equities to foreign 
investors, adoption uf a lib 
eralised exchange rate sys- 
tem. and the closure of sec- 
ondary financial institu- 
tions, ns port of a restructur- 
ing of the hanking soctur. 

The measures are expected 
to encourage large capital 
inflows into Korea, which 
would lead to un apprecia- 
tion of the won. now consid- 
ered under-valued. But 
recent events have left Kor- 
ean officials suspicious 
about the merits of full-scale 
financial liberalisation. 

Slock markets. Page 3i 


Global markets can see a lot to worry about 


By Simon Kuper 

If yon thought the south-east 
Asian crisis hnrf hit global mar - 
kets, just wait and see what the 
South Korean crisis does. 

That is the message from market 
economists w atchin g the slide of 
Korea’s currency and its stock 
market. They point out that Kor- 
ean output is worth about $500bn 
a year, or roughly as much as all 
the stricken south-east Asian econ- 
omies put together. Korea is the 
world’s sixth largest trading 
nation, and holds large amounts of 


emerging market bonds- Any crisis 
there could have a long reach. 

Economists say Japan could be 
the main victim. Its economy is 
already suffering from poor 
domestic demand and exports are 
expected to suffer from the Asian 
devaluations of this s ummer . 

Japan sent 30 per cent of its 
exports to south-east Asia, and 
another 7 per cent to Korea. But 
the nHdg in the won could damag e 
the Japanese economy more than 
the latter figure suggests. 

Korea and Japan export many of 
the same goods, in particular cars 


and semiconductors. The won has 
lost 17 per cent of its value against 
the dollar so far this year. 

Ravi Bnlcbandani. senior cur- 
rency economist at Morgan Stan- 
ley in London, says the yen must 
fall from its present level of Y125 
against the dollar to about Y135, 
to keep Japanese goods competi- 
tive. 

A fall in the yen would be expec- 
ted to increase the US trade defi- 
cit. But Washington might have to 
swallow that, or watch the Japa- 
nese economy contract further, say 
currency strategists. The US sends 


4.4 per cent of its exports to Korea. 
That is more, notes Jim O'Neill, 
chief cur rency economist at Gold- 
man Sachs, than it sells to Brazil. 

European exporters are less 
exposed to Korea. But European 
banks bad lent $32.3bn to Korea at 
the end of last year, compared 
with just 824.3bn in Japanese 
loans, according to the Bank for 
International Settlements. 

Then there are emerging mar- 
kets. Korea has said it will not let 
the won weaken beyond 1,000 
against the dollar. If Hiit pledge 
fails, as most currency strategists 


think it will, that would exacer- 
bate doubts about whether Hong 
Koug and Brazil can maintain 
their currency pegs against the 
dollar. 

The world’s leading economies 
may help ftwd an International 
Monetary Fund package for Korea, 
to stabilise its economy and stare 
off global contagion. But such a 
package could be expensive. Steve 
Jennions, emerging markets econ- 
omist at Credit Agricole Indosuez, 
said it would dwarf the $30bn- 
$40bn package for Indonesia - and 
be a “record breaker". 


Rumour mill grinds down HK confidence 


Government 
says bank sector 
is strong, but 
the fears of 
anxious savers 
could build up 
to trouble 

S ix months ago Hong 
Kong investors were 
queueing up to buy 
into a bundled-up medley of 
businesses hastily spun off 
by the Beijing municipal 
government. This week 
queues are again forming: to 
withdraw deposits from the 
territory’s 17th biggest bank. 

It is a. measure of how 
swiftly the mood in ever- 
volatile Hong Kong has 
swung. In the final months 
of British rule, investors 
chased up the prices of red 
chips, mainland-backed com- 


panies that owed their popu- 
larity to an implicit promise 
of future asset injections 
rather than their existing 
value. 

After China resumed sov- 
ereignty on July l, the stock 
market continued its surge 
upwards, reaching a peak of 
16,673 on August 7. Three 
months later, the benchmark 
Hang Seng Index is almost 
40 per cent lower and some 
consider even bank deposits 
risky. 

With confidence fragile, 
Hong Kong has become a 
breeding ground for rumours 
which no amount of official 
rhetoric can dispel, as dem- 
onstrated by this week’s 
mini-run on the Interna- 
tional Bank of Asia UBA). 
On Monday and Tuesday, 
savers withdrew some 
HKSI.5bn fUS$194m) of 
deposits. 

So for, IBA appears to be 
an isolated case. While some 
60 savers jostled in line at 


IBA’s main branch yester- 
day, clutching withdrawal 
slips, the flagship branch of 
Dah Sing Financial was alto- 
gether quieter, boasting a 
line of just three. 

But no one is ruling out 
the possibility that more 
runs will follow. “A run on 
one bank will have a ten- 
dency to spill over into other 
banks, and if there's a run 
on the small banks that’s 
going to have a pretty seri- 
ous impact on the overall 
sector," says John Mulcahy. 
managing director at Indo- 
suez W1 Carr in Hong Kong. 

History bears him out. 
Bank runs have featured 
prominently at times of cri- 
ses in confidence in Hong 
Kong: in 1983. when the cur- 
rency was falling and the 
territory’s post-colonial 
future had yet to be mapped 
out; during the banking cri- 
sis of 1986; and after the col- 
lapse of the BCCI in 1991. 

If the mood is edgy, the 


banking sector itself is 
strong, as government offi- 
cials have been quick to 
point out Weak hank par- 
ents were weeded out after 
the 1986 crisis. Today. Hong 
Kong banks boast strong bal- 
ance sheets and non-per- 
forming loans stand at just 
0.8 per cent of advances. 

Liquidity ratios are high: 
sufficient to pay oat 40 per 
cent of all deposits straight 
away, according to Keith Irv- 
ing. banking analyst at Mer- 
rill Lynch in Hong Kong. 
Capita] adequacy ratios are 
also strong, at over 13 com- 
pared with the international 

mfntmnm of eight 

T here are. however, 
concerns - such as 
exposure to the prop- 
erty sector. Regulators 
advise this should account 
for no more than 40 per cent 
of loan portfolios, but for 
many banks the true propor- 
tion is closer to 50 per cent 


Another concern is the 
higher cost of funding. 

Interbank interest rates - 
the rate at which banks lend 
to each other - have risen 
sharply since October, 
reflecting the cost of defend- 
ing the currency peg in the 
wake of currency devalua- 
tions throughout Asia 

For the banks, particularly 
the smaller institutions 
which lack the retail deposit 
base and rely heavily on the 
money markets for funds, 
this has resulted in squeezed 
margins as increases in 
prime lending rates have 
foiled to keep pace. 

There are other concerns. 
Partly in a bid to reduce 
their reliance on property 
loans, the banks have 
increased their dealings with 
stockbrokers, supplying mar- 
gin loans to retail investors. 

In the third quarter, loans 
to stockbrokers accounted 
for less than 2 per cent of 
total loans. But in the same 


period, these loans made up 
one quarter of all new lend- 
ing at a time when both the 
stock market and the prop- 
erty market had peaked. 

Warning bells have 
sounded at Moody's, the US 
credit rating agency, which 
last month downgraded the 
outlook for the territory's 
banking sector and decided 
to review the strength of its 
two biggest banks. 

But as with any confi- 
dence crunch in the tiny 
Special Administrative 
Region of China. US ana- 
lysts' theses - like the assur- 
ances of their own govern- 
ment - could matter less 
than office gossip. “Given 
the environment we are in at 
the moment, and what 
appears to be a lack of confi- 
dence. it's not going tn take 
much in the rumour mill to 
start Ithe runs] snowballing 
again," says Mr Irving. 

Louise Lucas 
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Fed chiefs facing novel conundrum 


W hen the Federal 
Reserve's open 
market committee 
meets today to consider US 
monetary policy in these tur- 
bulent economic times, they 
will have to figure out a 
novel conundrum. 

Is the economy still threat- 
ened by the famili ar menace 
of infla tion, as labour mar- 
kets continue to tighten and 
growth remains well above 
trend? Or is there now. in 
fact a completely different 
threat - deflation, a period 
of falling prices as growth 
slows to a crawl and busi- 
nesses are left with too 
much capacity, producing 
more than the market can 
buy? 

The inflationists take, 
essentially, a backward 
looking view. In spite of all 
the forecasts to the contrary, 
they point out. the US econ- 
omy stubbornly refuses to 
slow down. After growth of 
more than 4 per cent in the 
first half of the year, the 
economy expanded at a rate 
of 3.5 per cent in the third 
quarter - and that may well 
be revised upward. 

The fourth quarter also 
yoms to have begun at a 
fair clip; last week the 


Labour Department reported 
that unemployment in Octo- 
ber fell to 4.7 per cent, the 
lowest level in 25 years, fol- 
lowing job growth of 280,000 
last month. 

The US is experiencing 
“another quarter of unsus- 
tainable economic growth, 
the tightest labour market in 
decades, and increased 
upward pressure on wages 
as the reservoir of people 
available to work gets 
tapped out," says Allen 
Sinai, chief economist with 
consultants Primark Deci- 
sion Economics. 

A month ago Alan Green- 
span, the Fed chairman, 
seemed to share this infla- 
tion-wary sentiment. In 
remarks before Congress he 
warned that the economy 
was on an unsustainable 
path, and gave a clear bint 
that the Fed would have to 
raise interest rates if it con- 
tinued. 

But in a month the views 
of many economists have 
changed radically. The finan- 
cial turbulence of the last 
few weeks reduced the 
probability of overheating 
and the Fed is now widely 
expected to leave interest 
rates unchang ed today and 


next month. Some econo- 
mists even argue that the 
next movement In rates will 
be downward as the econ- 
omy heads into a slowdown. 
That could produce a period 
of foiling prices. 

There are two reasons to 
expect such a deceleration, 
argue the deflationists. 

The first is the body check 
that has been delivered to 
the rampant stock market. 
Equity prices are now 
almost 10 per cent below 
their level of three months 
ago. That raises businesses' 
cost of capital and makes 
consumers feel less wealthy, 
both of which are likely to 
slow growth. 

The second factor is the 
continuing financial turmoil 
in south-east Asia. Econo- 
mists are busy lowering 
their forecasts for growth in 
the region, a decline that 
will hurt US exporters. 
Though the core south-east 
Asian countries so far worst 
affected by the crisis account 
for only 4 per cent of all US 
exports, the risk of broader 
contagion has clouded the 
outlook for US growth next 
year, as Mr Greenspan 
acknowledged in congressio- 
nal testimony given after the 


turbulence late last month. 

John Lipsky, chief econo- 
mist at Chase Manhattan, a 
New York bank, says the 
combination of the two fac- 
tors will cut growth next 
year to about L5 per cent, 
the slowest rate recorded 



Alan Greenspan: outlook for 
US growth has clouded 

since the recession of 
1990-9L 

But some economists go 
further, there will not just 
be a sharp slowdown In 
growth they argue - a famil- 
iar feature of the business 
cycle, and one arguably 


overdue in the US at present 
- the deceleration may actu- 
ally result in a period of foil- 
ing prices. 

The special problem this 
tfrna . they say, Is that, even 
when the economy has been 
growing at 4 per cent or 

more, consumer prices have 

been rising at an annual rate 
of less than 2J> per cent. 

The Ukely slowdown in 
Asia and the US will put 
downward pressure on 
already weak commodity 
prices. The sharp apprecia- 
tion of the dollar against 
most of those currencies will 
farther depress prices in the 
US. And continuing overca- 
pacity in many sectors of the 
global economy will add to 
the deflationary pressure. 

“If deflation shows up 
when, growth is robust, what 
happens as growth moder- 
ates? Deflation is a bigger 
threat to the sustainability 
of the expansion than infla- 
tion,” says Bruce Steinberg, 
chief economist at Merrill 
Lynch in New York. 

Falling prices may be seen 
as a blessing by some, but 
they pose the risk of a defla- 
tionary spiral 

All of this, say the defla- 
tionists. points to the need 


not for a tightening of policy 
by the Fed, but to a loosen- 
ing. Inflation-adjusted inter- 
est rates - at more than 3 
per cent - are already too 
hi g h , they say. 

But the deflationists' feats 
are almost certainly over- 
done. The effect on US 
demand from the s mall stock 
market correction so for 
seems likely to be minimal. 
And the danger some see 
from. the Asian currency cri- 
sis is stiU predicated on a 
mnrh broader extension of 
the problem - to the rest of 
Asia and Latin America - 
that has not yet occurred. 

Furthermore, there are 
c riii dear si gns of overheat- 
ing in the domestic econ- 
omy. 

In short, the Fed is still 
more likely to be concerned 
that inflation remains the 
more credible threat. The 
tension between domestic 
inflation and ext anal defla- 
tion may even be resolved in 
a way that is beneficial to 
the US economy - taking the 
economy off the inflationary 
boil, but ensuring it remains 
warm enough to continue to 
lead world economic growth. 

Gerard Baker 


Ortiz faces Mexican budget shoot-out 


G uillermo Ortiz. 
Mexico's finance 
minister, set himself 
on a collision course with 
the opposition-controlled 
Congress yesterday by pres- 
enting a 1998 budget bill 
which includes no tax cuts. 

Mexico's four opposition 
parties, in command of the 
Chamber of Deputies for the 
first time in seven decades, 
have vowed to introduce tax 
cuts in next year’s budget 
Proposals range from the 
lowering of value added tax 
from 15 to 12 per cent to 
exempting 70 per cent of the 
labour force from paying 
income tax. 

The opposition says Its vic- 
tory in last July's legislative 
elections gave Congress a 
popular mandate to chal- 
lenge the austerity regime 
which has been in force 
since the collapse of the peso 
in December 1994. 

“It is time to reorder the 



*No tax cuts’: Ortiz sticks to 
his line despite Congress 

government's priorities," 
says Francisco Jose Paoli, a 
deputy of the conservative 
National Action party. “Tax 
cuts are feasible because 
Congress intends to put an 
end to the huge amount of 
inefficiency and waste in 


government spending." 

The Chamber of Deputies 
has sole oversight over gov- 
ernment expenditures, while 
the Senate, where the ruling 
institutional Revolutionary 
party (PRD retains a major- 
ity. must approve tax 
changes. The stage is there- 
fore set for a potentially dev- 
astating impasse, as there 
are no provisions under Mex- 
ican law to allow the govern- 
ment to continue servicing 
its foreign debt, or pay civil 
servants, if there is no agree- 
ment by December 3L 

Mr Ortiz yesterday said 
tax cuts In 1998 would 
endanger Mexico’s newly- 
won economic stability. 
“Some of the opposition's 
proposals have become polit- 
ical banners," the finance 
minister said. “We hope to 
convince Congress that this 
is not the right moment to 
cut taxes.” 

The government's room 


for manoeuvre has been cur- 
tailed by the loss of more 
than $5bn a year of tax reve- 
nues - more than two points 
of gross domestic product - 
cinrf Mexico's financial Cri- 
sis. 

Although there has been 
some recovery in 1997, tax 
collection remains below 
pre-devaluation levels. 

Mr Ortiz's proposed $98bn 
budget foresees a widening 
of the fiscal deficit to L25 
per cent of GDP in 1998, from 
0.5 per cent this year, mainly 
as a result of the heavy cost 
of rescuing bankrupt domes- 
tic banks, foiled toll road 
schemes, and the loss of 
social security contributions 
following the privatisation of 
pension schemes this year. 

Economic growth is fore- 
cast at 52 per cent In 1996, 
compared with estimates of 

&5 per cent growth this year, 
while the government hopes 
to engineer a small drop in 


the nnnrml rate Of Inflation. 

from 15.5 per cent in 1997 to 
12 per cant in 1996. 

"Hie budget reaffirms the 
government's commitment 
to a floating exchange rate. 

Exports are forecast to 
grow by 1L6 per cent in 1996, 
and account for mare t han 
30 per cent of GDP for the 
first time in Mexican his- 
tory. Imports, however, will 
outpace the growth in 
exports owing to the rapid 
expansion of the economy. 

The current account defi- 
cit is forecast to widen to 
glOShn, or 22 per cent of 
GDP, an amount which is 
expected to be covered by 
equal flows of foreign direct 
investment 

Private sector investment 
is forecast to rise by 17.4 per 
cent, while the government 
is also planning to resume 
investment in oil explora- 
tion, power generation and 
road building after three 


NEWS DIGEST 


Brazil growth 
estimates cut 


for 


years of sharp cutbacks in 
capital expenditures. 

Pemex, the state oil 
monopoly, has been allo- 
cated an investment budget 
of 73bn pesos (*8-7bn) next 
year. 60 per cent more than 
in 1997. Lower international 
oil prices are expected to 
depress fiscal revenues to 
2L3 per cent of GDP, from 
22.6 per cent in 1997, as 
Pern ex's earnings account 
for 37 per cent of total gov- 
ernment income. 

With the exception of tax 
cuts, Mr Ortiz said he had 
sought to accommodate 
many suggestions from 
opposition deputies in the 
1998 budget 

Spending on poverty alle- 
viation programmes will rise 
by S per cent in real terms 
in 1998 to benefit 12m Mead- 
cans, against 400.000 this 
year. 

Leslie Crawford 
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■ MICROSOFT 

Anti-trust charge rebutted 

Microsoft has issued* rebuttal ol 'the; 
charges brought design of Its products 
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■ NEW YORK ART SALE 


17 Picassos make $165m 

Pablo Picasso was confirmed in New York on Monday 
night as the most marketable of artists when Christies 
sold 17 of his paintings for almost $165m- The paintings 
tod been acq^ed b^ween 1940 and 1970 by the late 
Victor and Sally Ganz, whose family fortune was based on 
costume jewellery and toys. In all the Ganz coll^ionof 
20th century art, consisting of 58 lots, bought in *20&5m. 
the highest total for a single owner wUectionat auction. 
The sale for exceeded Christie’s estimate of about $130m. 
Highest price was the $48.4m paid by an anonymous 

bidder for “Le Rftve". The Spanish artist painted this 

idiosyncratic portrait of his mistress, Mane-Tfertse 
Walter, in 1932 and it is regarded as one of his greatest 
works. Victor Ganz bought it in 1946 for *7,000. 

Estimates for “Le Reve" were in the *30m range, but it 

made the second highest price paid for a Picasso at 

auction. More surprising were the exceptional prices paid 
for four canvases from Picasso's 1955 senes of paintings 
"Les Femmes d’Alger". One of these made $31. 9m. 
compared with a top estimate of *12m Antony Thomcroft 



"]ho other Is information. No organisation today can 
thrive without it. Out success of course depends on how 
Information is used. And nowadays that means more than 
just processing. Information needs to be managed and 
integrated throughout your systems. And that’s what 
Unisys does best. Computer World magazine believes 
that integration of computer systems Is the key to success. 


They rated the world's largest systems integrators by 
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Minister pledges EU 
competitiveness drive 


NEWS: UK 


Stalls are set out for single currency 

Some retailers begin to look at the practical side of dealing with the euro 


By David Wighton 
in Birmingham 

Margaret Beckett, chief 
Industry minister, yesterday 
pledged that the government 
would use its presidency of 
the European Union next 
year to launch a continent- 
wide campaign to improve 
industrial competitive n e ss. 

Mrs Beckett told the Con- 
federation or British Indus- 
try conference that she 
wanted business to be 
involved in her plans for the 
first debate on competitive- 
ness within the EU council 
of industry ministers. 

CONFEDERATION OF 
BRITISH INDUSTRY 


But she also used her first 
CBI speech since the Labour 
party's election victory in 
May to warn UK companies 
that they were lagging 
behind their international 
competitors in several 
important areas. The ta«it 
faced by British business in 
catching up with the best in 
the world was "bigger than 
we thought", she said- 
Analysis by the Depart- 
ment of Trade and Industry 


Poor levels of basic skills in 
schools are causing the UK 
to trail behind its economic 
competitors, Chris Wood- 
head, the government’s 
chief inspector of schools, 
said at the CBI conference, 
Richard Wolffe writes. Ger- 
many and Japa n had over- 
taken the UK’s targets for 
reading levels for the year 
2000, he said. 

Mr Woodhead urged busi- 
ness leaders to wort with 
the government and schools 
to tackle shortfalls in basic 
skills. In a survey of CBI 
members published this 
week school leavers were 
seen as having poor levels of 
practical numeracy and 
coinmnni cation skills. 

challenged the accepted wis- 
dom that the UK's problem 
is a “long tail" of underper- 
forming companies. “It 
suggested that the problem 
is that our performance 
across toe whole spread of 
Arms isn’t as good as the 
performance of companies 
overseas. Our average isn’t 
as good as their average.” 

She said the findings 
implied that it was not just 
the weakest companies that 
had to catch up. “it may be 


Action is urged 
on corporate 
short-termism 


By David Wighton 

Margaret Beckett, the chief 
industry minister, yesterday 
warned she would not accept 
the findings of the Hampel 
committee on corporate gov- 
ernance if it failed to address 
her concerns about corpo- 
rate short-termism. 

Mrs Beckett, in a speech to 
the Confederation of British 
Industry conference, 
appeared to side with critics 
of the committee’s draft 
report who say it has 
watered down previous 
guidelines on areas such as 
the role of non-executive 
directors and institutional 
shareholders. 

"We want forms of gover- 
nance and company law that 
encourage companies to 
invest and grow - to take 
the long-term strategic view 
and a broad view of their 
obligations,” she said. She 
added she was looking-for- 
ward to seeing how toe com- 
mittee reflected “the many 
comments stimulated by 
their draft report" in the 
Final version expected in 
January. 

But she avoided specific 
criticism of the draft report 
and declined to say whether 
the government favoured 
changes such as requiring 
that institutional Sharehold- 
ers vote on resolutions at 
companies’ annual meetings. 

“We shall see about that 
when the committee delivers 
its final report,” she told a 
press conference. Mrs Beck- 
ett’s advisers later played 
down the idea that the gov- 
ernment wanted sweeping 
changes to corporate gover- 
nance regulations. Any legis- 
lative changes were likely to 
be “small and technical” 
they said. 

In her speech. Mrs Beckett 
made clear the importance 
she attached to “openness, 
transparency and account- 
ability" in the relationship 


between shareholders and 
management Corporate gov- 
ernance reform is one of sev- 
eral areas in which the CBI 
is urging the government to 
rely on voluntary agreement 
rather than compulsion. 

Sir Cohn Marshall, the CBI 
president, yesterday chal- 
lenged Tony Blair, the prime 
minister, over the govern- 
ment’s proposals on compul- 
sory trade union recognition. 
Speaking cm a video link to 
the CBI conference in Bir- 
mingham, Mr Blair replied 
that “provided we imple- 
ment it sensibly" the pro- 
posal should not be of con- 
cern to business. He said 
talks between the CBI and 
toe Trades Union Congress 
on implementation were 
going positively. 

But John Cridland, toe 
CBI’s director of human 
resources, made clear It still 
opposed the principle of 
granting a legal right to 
trade union recognition. 

• Mr Blair also repeated his 
commitment to ensuring a 
successful start to toe Euro- 
pean single currency. He 
pledged Britain would 
become “Europe’s reform- 
era" to work for the adapt- 
ability and flexibility essen- 
tial if monetary union was to 
work. 

Responding to CBI con- 
cerns over the latest interest 
rate rise and the strength of 
sterling, Mr Blair insisted 
giving operational indepen- 
dence to the Bank of 
England, the UK central 
bank, had been right. 

“I know it’s hard to have 
interest rate rises and conse- 
quent pressure bn the pound 
as we choke off inflation 
that was back in the system. 
Better to have interest rate 
rises now - still at 7% per 
cent - than to go back to the 
early 1990s when they were 
at 15 per cent for a year.” 

Inflation rise. Page 8 


Rail group may 
rejoin tunnel race 


i '■ v 


By Charts Grosser 
and Charles Batchelor 

Eurorall. the consortium 
which lost out to London & 
Continental Railways in toe 
bid to build the high-speed 
rail link between London 
and the Channel tunnel, 
may re-enter the fray. The 
tunnel runs between 
England and France. 

Eurorail has written to the 
government pointing out 
that the consortium still 
exists "an paper” and asking 
to be kept informed of any 
renegotiation that might 
take place to reshape or alter 
LCR's bid. 

LCK senior executives 
insist that their plans for the 
link and its funding are pro- 
ceeding. But the company 
has delayed awarding £500m 
(SfQOm) worth of tunnelling 
contracts, and toe timetable 
for its planned market flota- 
tion appears to be slipping. 

Adam Mills, LCK chief 
executive, said the £3bu cap> ' 
tal costs of the project were 


little changed from estimates 
made two-and-a-half years 
ago. But the industry is 
awash with rumours that 
the project has run into 
problems. 

1.CR is thought to have bid 
for £500m less subsidy than 
Eurorail to build the 110km 
rail link. Eurorail was led at 
■ the time by construction 
companies Trafalgar House, 
now part of the Kvaewer 
empire, and BICC. It also 
included HSBC. NatWest 
and Seeboard. 

LCR's train operation 
between England and 
France, the Eurostar service, 
is losing money. The trains 
carried 4.5m passengers in 
the first nine months of 1297, 
up 30 per cent on the same 
period last year. But the fig- 
ure still lags- behind the fig- 
ure of 6,7m passengers fore- 
cast for toe year as a whole 
in a report by Eurotunnel, 
which operates the Channel 
tunceL 

Ferry merger, Fage IS 


that all our firms need to 
benchmark themselves 
against the best in the 
world, not just in toe UK, 
and that that applies to 
firms throughout the supply 
chain, even at the top.” 

The Benchmark for Busi- 
ness document, which analy- 
ses seven business sectors, 
demonstrates that the UK’s 
best companies were among 
the very best in toe world. 
Mrs Beckett said. “But our 
overall performance on sev- 
eral counts - innovation, 
skills, productivity - 
remains behind that of other 
developed countries.” 

As part of toe govern- 
ment’s competitiveness ini- 
tiative, Mrs Beckett yester- 
day announced the 
formation of six new busi- 
ness-led groups to examine 
key areas of weakness. Min- 
isters will chair five groups 
looking at innovation, adop- 
tion of best practice, exploit- 
ing information technology, 
developing a flexible highly- , 
skilled workforce and the ■ 
impact of the EU on campeti- , 
tiveness. Lord HoHick, the 
chairman of United News & 
Media and an adviser to Mrs 
Beckett, will head a final 
group focusing on invest- 
ment 


F or retaflera, a single 
European currency 
Will mean big 
changes In the products they 
offer, the prices they charge 
and the way they present 

themselves to consumers. 

Already UK retailers have 
begun lobbying the Euro- 
pean Commission about 
issues such as the target 
date for the launch of the 
euro. .But they are also 
beginning to tackle issues 
closer to home by setting up 
project teams to dissect 
their businesses in prepara- 
tion for the introduction of 
the notes and coins. 

They will examine issues 
such as supplier relation- 
ships (for example, whether 
to invoice in euros or local 
currency), staff training, 
computer systems H7w ^ finan- 
cial reporting procedures. 
Marks and Spencer has even 
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begun to introduce a new 
computer system, as part of 
its normal refit, which 
means that from next year 
customers would theoreti- 
cally be able to use the euro 


in any of its shops through- 
out the world. Bat, for 
M&S at least, the invest- 
ment is worth it, even in the 
UK where monetary onion is 
unlikely to take place before 
2002 . 

Paul Smith, head of the 
M & S euro project team, 
says building awaren ess of 
the euro now is vital to the 
company’s strategic success. 
“There are not many parts 
of the business which are 
not impacted by the euro in 
some way" he says. 

Introducing the till sys- 
tem is almost the easiest 
part of the task facing 
retailers. The software to 
accept foreign currencies - 
which is essentially what 
the euro will be until it is 
completely integrated - has 
been available for several 
years. 

But the euro could affect 


things as basic as the size 
and design of a product For 
example, how does a retailer 
price a dress which in ster- 
ling sens at £49.99? Round- 
ing toe price down in euros 
will affect profit margins. 
Rounding up risks reviving 
suspicions among consum- 
ers that retailers are profi- 
teering from conversion, a 
widespread result of ster- 
ling’s decimalisation in 
1971. 

So in the end, to achieve 
an acceptable price point, 
retailers may have to ask 
suppliers to alter the way 
the product is manufac- 
tured. 

M & S also argues that 
retailers should prepare to 
introduce dual pricing both 
in local' currency and the 
euro up to three years 
before notes and coins 
become a reality to help con- 


sumers learn confidence in 
the new currency. "IT we are 
to retain the customer’s con- 
fidence, we must retain 
their sense of value,” says 
Robert Colville, the compa- 
ny’s finance director. 

Meanwhile, there are 
those UK retailers which 
have so far resolutely held 
back from investing any- 
thing, even time, in prepar- 
ing for the euro. 

“We wanted some cer- 
tainty on what the govern- 
ment’s position would be 
before we embark on what 
will be quite an expensive 
refit of checkouts and other 
systems,” says Bill Hamil- 
ton, public affairs director 
for Safeway, the supermar- 
ket group. “It will cost us 
millions in lost productivity 
if we get this wrong.” 

Peggy Hollinger 


Brussels faces scepticism over ‘ecolabels’ 


Michael Meacher, toe environment 
minister, yesterday sowed toe seeds 
of a row with the European Commis- 
sion by suggesting that Britain 
might dump toe BITS troubled 
“ecolabel" scheme, our Environment 
Correspondent writes. 

Mr Meacher said that Britain 


would soon decide whether to opt for 
a national scheme to label environ- 
mentally friendly products. Eleven 
of the 15 EU nations have already 
sidelined the EU eco-symbol in 
favour of national labelling systems 
such as Germany's Blue Angel. 

EU-wide ecolabelling is presented 


by Its advocates as a powerful means 
of encouraging more sustainable 
consumption by setting common 
standards for environmentally 
friendly goods. 

But Mr Meacher blamed the 
“ineffectiveness of toe EU scheme” 
for toe fact that it had made “little 


impact on the single market” in its 
five years of existence. 

Covering a total of ISO products in 
the 15-nation bloc, the EU ecolabel is 
held by only six products in the UK. 
ranging from Hoover New Wave 
Plus washing machines to Dulux 
paints. 


It’s pure Scandinavian. 


/ 





The gateway to 
northern Europe. 
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SPgjrjL 44 One look at the map 
tells you that the 

I Scandinavian nations 

are strategically 

located for air travel to and from northern 
Europe, Finland and the Baltic region. 

No one knows this part of the world better 
than we do, which is one of the reasons 
why SAS offers unbeatable connections 
based on Copenhagen Airport, the hub of 
our traffic system. We offer you frequent 
and convenient departures to Norway, 
Sweden, Finland, Estonia, Latvia, Lithuania 
and several other destinations in Europe. 
Copenhagen airport is modem and makes 
life easy for everyone, particularly EuroClass 
transit passengers who have access to our 
comfortable EuroClass lounge. If you’re 
heading for Scandinavia, northern Europe, 
Finland or the Baltic region, you’ll get a 
warm welcome on board an SAS flight W 
Eva Under, Air Steward 



DIRECT WEEKLY DEPARTURES 
TO COPENHAGEN: 

Heathrow 35 
Manchester 19 
Dublin 12 

Connections are also available from 
Aberdeen via Stavanger 

Plus daily flight Heathrow - Copenhagen v.v. 
with our partner British Midland, departing 
Heathrow 20.05. 

DIRECT WEEKLY DEPARTURES 
TO STOCKHOLM: 

Heathrow 34 
Manchester 6 

Connections are available from Dublin via 
Copenhagen 

DIRECT WEEKLY DEPARTURES 
TO OSLO: 

Heathrow 32 
Manchester 6 

Connections are also available from 
Aberdeen wa Stavanger and from Dublin via 
Copenhagen 

Plus daily flight Heathrow - Oslo v.v. with our 
partner British Midland, departing Heathrow 14.05. 

DIRECT DEPARTURES FROM 
COPENHAGEN TO: 

Stockholm 20 


Helsinki 

Warsaw 

Tallinn 
Gdansk 
^ Moscow 
‘'flj Poznan 
Szczecin 



When you're travelling, enjoy our 5A5 EuroClass 
lounges at Heathrow, Copenhagen, Helsinki, 
Oslo and Stockholm. 

Far more information about SAS products, 
visit our Internet web site. http'J/www^as^e 
Or caH SAS on 0345 010 789 
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Samsung to close excavator factory 


By Chris Tkjhe in Newcastle upon 
Tyne and Peter Marsh in London 

Samsung Heavy Industries of 
South Korea is to close its sole 
European hydraulic excavator 
manufacturing plant less than 
three years after It announced the 
start of the ElOm ($l7m) project in 
northern England. 

The decision has been caused by 
a combination of sterling’s 
strength. UK interest rate rises, the 
Korean economy’s troubles and the 
continuing sluggishness of the 
European economy. 


In a prepared statement on 
which it declined to expand. Sam- 
sung Heavy Industries said the clo- 
sure was dne to a “substantial 
decline in competitiveness 7 ’ In its 
UK hydraulic excavator manufac- 
turing business, and the fact that it 
.could not foresee the business 
being viable in the future. ' 

Samsung said it had introduced 
cost-cutting measures in recent 
months in an attempt to continue 
production in the UK- Production 
will cease early in 1998, and the 
company's other excavator produc- 
tion plant, in Korea, will serve 


European markets. Samsung said 
the decision did not affect its other 
operations in the UK. 

Phil Willis, the opposition Lib- 
eral Democrat MP whose district 
includes the excavator factory, 
emphasised the area's success in 
attracting toward investment He 
said he was not suggesting finan- 
cial support but believed the gov- 
ernment should try to persuade 
Samsung its investment in the UK 
was worth retaining. 

The UK government’s industry 
department yesterday confirmed 
that the project, located in a non- 


assisted area, had not received any 
government grants, "it’s a commer- 
cial decision for Samsung." it said. 
“Clearly we are disappointed they 
see no alternative.” 

Samsung’s decision to take aver 
a modern, disused steel fabrication 
factory near Harrogate to manufac- 
ture excavators was announced in 
January 1995. Local authorities and 
Yorkshire development bodies 
offered a £400.000 assistance pack- 
age. Half has so far been taken up. 

Samsung is a small player in the 
European construction equipment 
market It is estimated to account 


for about 6 per cent of the Euro- 
pean market in crawls excavators, 
with Harrogate production this 
year set at about 350 machines. 75 
per cent of which are for export 

Sales of construction machines 
across Europe, estimated at S15hn, 
are being held back this year by 
economic weakness and slimmer 
government budgets for infrastruc- 
ture projects. 

David Phillips, of London-based 
c onsultanc y Off-Highway Research, 
said the strong pound was having a 
‘‘crippling* effect on UK experts of 
Construction wai^ijnen. 


Opposition party warns of ‘breakdowns in hospital equipment; failure of key defence systems’ 

Ministries miss own computer ‘bomb’ deadline 


By George Parker, 

Political Correspondent 

The government has missed 
its own deadlines for tack- 
ling the mill e nnium com- 
puter bomb problem, it was 
revealed yesterday. Seven 
government departments out 
of 16 have failed to complete 
costed action plans to tackle 
the problem. They have 
failed even though they were 
due to finish the work by 
October l - a deadline 
agreed with the National 
Audit Office, the govern- 
ment spending watchdog. 


There has been very little 
money spent on tackling the 
problem. The Labour party 
claimed before its May elec- 
tion victory power that it 
might cost up to £3bn 
($5.07bn) to prepare com- 
puter systems in the public 
sector for the date change. 
Only £3.4m has been spent 
so far. 

The figures were revealed 
in a series of House of Com- 
mons written answers to 
Malcolm Bruce, finance 
spokesman fbr the opposi- 
tion Liberal Democrat party, 
who said the government 


was showing alarming signs 
of complacency. “At this rate 
the government will not be 
ready for the millennium 
and many compute- systems 
will fail.” be said. "This 
could mean breakdowns in 
hospital equipment, failure 
of key defence systems, traf- 
fic control disaster and com- 
puter chaos across govern- 
ment" 

Labour was highly critical 
of the previous Conservative 
a dmfadrtnUon’ s inaction in 
preparing for the millen- 
nium, when many comput- 
ers could crash because of 


an inability to recognise a 
year ending with two zeros. 

Geoff Hoan, a Labour MP 
and former shadow technol- 
ogy minister, said the bill to 
the public sector could top 
£3bn, partly because of the 
shortage of computer pro- 
grammers. "Programmers 
will also be heavily involved 
in preparing systems for eco- 
nomic and monetary union 
at exactly the same time, 
whether the UK is involved 
in the first wave or not,” he 
.said. 

David Clark, public ser- 
vices minister, has been put 


in charge of overseeing the 
Labour government’s 
response to the problem, and 
asked all departments to 
submit costed action plans 
by October L 

An official in Mr Clark’s 
office said yesterday he was 
still awaiting some submis- 
sions. which would then be 
forwarded to the govern- 
ment’s computer advisers. 
He planned to make a state- 
ment to the Commons on 
preparations shortly after- 
wards. 

Mr Bruce said government 
departments were woefully 


underprepared for the prob- 
lem under John Major’s Con- 
servative government. He 
gairf that only three depart- 
ments bad audited the prob- 
lem by the Janaary 1997 
NAO deadline. 

He a dd ed that the labour 
government might exacer- 
bate it by failing to meet its 
own “If there is 

not action soon, then heads 
most roll,” he said. 

Among those government 
departments facing fixe larg- 
est bins for reprogramming- 
their compu t ers are health 
and defence. 


This man is ready to 

TAKE ON THE WORLD 


# This man is bom to meet the expectations of his 
time. He personifies the determination of Suez 
Lyonnaise des Eaux group to become a world lea- 
der in private infrastructure services. 

& This man is the symbol of an industrial group 
which has sold assets of 10 billion francs 
since the beginning of the year in order to 
focus on its 4 core businesses in private 
infrastructure services : energy, water, 
waste management and communications. 

d) This man was very successful in 1997, 
because he met the growing 
needs of cities the world 
over. For example : 

•Energy: he developed 
electricity capacity in 
Thailand and the 
transportation of natu- 
ral gas in Kazakhstan. 



•Water : he signed new contracts in Manila, 
Budapest, Casablanca, Jakarta and La Paz. 
•Waste management : he took the leader- 
ship position in Brazil following a major 
acquisition. 

# This man has already proven his worth. The 

financial results for Suez Lyonnaise des 
Eaux for the first half of 1997 exceeded 
expectations, showing net operating income 
of nearly 2 billion francs, an increase of 15%. 

# Finally, this man reminds us that 
people are our most impor- 
tant resource. We have 
184 000 men and 
women in more than 
100 countries who 
serve our custo- 
mers, partners and 
shareholders. 


Suez Lyonnaise des Eaux 


UK NEWS DIGEST 


Financier will 
sue government 


Rarer Levitt, the disgraced 
financier, is to sue the UK 
government following its 
decision to abandon 
attempts to extradite him 
from the US. the High 
Court in London was told 
y est erday. The govern- 
ment’s Department of 
Trade and Industry 
announced earlier this 
week that it was dropping 
extradition proceedings 
against Mr Levitt after 
Emitting It had made a 
serious error in its applica- 
tion to the US authorities. 

The application. Its lawyers 

admitted, had been “mis- 

concetved*’. Mr Levitt, who now works as a boring prcK 

rooter in New York, feces a SEf**’ 

ments to DTI inspectors. It is alleged that Mr Ijgtt 
misled the DTI over his links with international Boxing 
Corporation, a London-based promotions company. 

McOevitt, who spent 12 days to 
US authorities. Is now free to remain in the US. However, 
arrests warrants remain to force should he return to the 
UK. Mr Levitt has claimed the attempts to extradite him 
ware part of a vendetta by the UK authorities following 
the controversial sentence of 180 hours community ser- 
vice imposed on him at his trial in 1993 when he pleaded 
gnflty to misleading a financial regulator. John Mason 

ATHLETICS 



Disney in $15m sponsorship deal 

The British Olympic Association yesterday announced a 
y pm ( yis-ftm) 12-year sponsorship deal with Disney to pro- 
vide British athletes with winter training facilities at the 
US group’s new glOOm sports complex in Orlando, Florida. 

Under the agreement, 750 British athletes a year can 
use the warm weather training facilities at the Disney 
wide World of Sport complex for £50 per day. In a sepa- 
rate deal, the Orlando Regional Health System has agreed 
to provide medical support and healthcare faciliti es. Th e 
cost of the programme will be met by the athletes from 
their own money and funds provided by the government 
and sporting bodies. 

Until now, British athletes have had to finance and 
arrange their warm weather training themselves, a situa- 
tion which has cited as one reason for tire recent dis- 
appointing results from British teems to the Olympics 
and world athletics Championships. 

For Disney, the deal with the BOA will allow the com- 
pany to forge closer links until Britain, which provides lm 
visitors to Disney World each year, more than, any other 
country outside the US. Patrick Barverszm 

■ BCC1 COLLAPSE 


Creditors may get higher dividend 

Creditors to the collapsed Bank of Credit and Commerce 
International, which crashed with debts of SlObn in 1991 
following the world's biggest banking fraud, are likely to 
get a second dividend no later than June next year of 11.5 
per font By that tin** the second dividend could be as 
high as 15.5 per cent 

liquidators gave the news to members of the Deposi- 
tors’ Protection Association at a Westminster meeting 
yestmday. Last year they got a dividend of 24.5 per cent. 
Further dividends are expected. Jim Ke lly 

■ INFLATION 


Figures affect rate expectations 

Retail prices rose by 3.7 per cent in the year to October, 
up from 3.6 per cent in the previous month. The figures 
were only slightly worse than economists expected, but 
they had a big impact on base rate expectations. 
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Prices for interest rate fixtures contracts suggest that 
base rates are expected to reach between 7.75 per cent and 
8per cent next summer, compared to the current level of 
7-25 per Cent The rate expected for the end of next year 
rose by almost-a fifth of a point yesterday. 

The jump in interest rate expectations propelled the 
pound higher, tightening the screw on Britain’s belea- 
guered exporters. Sterling dosed above Jl.70 for the first 
tone since New Year’s Day and reached a three-month 
high against a basket of other currencies. Robert Chote 


BRITISH AIRWAYS 


Smoking ban for all flights 

Smokere wifi, soon be farced to stab out their cigarettes 
on all British Airways flights, the airline announced yes- 
terday. Smoking wUl be banned when the airline launches 
xts summer schedules on March 29 next year. 

The new reg ulation follows overwhe lming support from 
the majority of customers, said British Airways chief 
executive Bob Ayling. There are more than 7,000 British 
Airways flights every week and 95 per cent of them are 
already smoke-free. 

AIRPORT PRIVATISATION 


Bus-rad group is preferred bidder 

Firs®aftthe bus and raff group, was yesterday selected 

as 5 n 1f^^S r , t0 ^ a Si Per cent stake in the prl- 
vatisation ofBnstol airport to the west of England. Bris- 
tol City Council win retain a 49 per cent stake 

^ skto was disclosed but it is thought 
^ a *L I l £4(ta <*66.4m). The move marks the 
detenwnationof the company to diversify into a broadly 
te^transport grow, similar to National Express?^ 
Mb tr Lock head, FfrstBus chief executive, said: “We’re 

** “ Jartnendrip with the cmmcU. 

However, if at some point to the future, the council 
wanted to sell their stake, obviously we would be 

“ terasted -. ■ ChanGrtsxr 

SWISS DEFENCE ORDER 

GKN vehicle selected for trials 

w “ de CRN. me engineer, 

nnjgroup, has been selected fbr trials by Switzeriand’s 
aeteaoeprna ^yM gency foranordi thafSS te 

petitioners ffaggZunds of 
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Rattling on Simon’s door 

Pierre Ruhe on the Philadelphia Orchestra’s search for a new conductor 



Deified as a near-perfect music director: Simon Rattle 


T he Philadelphia 
Orchestra, a 
highly polished 
ensemble at pres- 
ent In the artistic 
doldrums, is searching for a 
new leader now that mu sic 
director Wolfgang Sawal- 
lisch has announced he is 
going to step down by 2000. 

In Simon Rattle, who con- 
ducted an intelligent, at 
turns, charged Mahler sec- 
ond symphony last week, the 
orchestra may have latched 
on to the conductor who, 
many feel, would be its best 
hope to begin a new era. 

That Rattle can give Phila- 
delphia a fresh voice was 
evident from his Mahler. 
Rich in harmonic structure, 
his reading caught the play- 
fulness and the neur osi s in 
the score. Tempo shifts 
remained within “objective’’ 
bounds, yet were flexible 
inside barlines.. Rattle occa- 


sionally asked the strings to 
slide, slowly, as an expres- 
sive device, which they did 
enthusiastically. There was 
no stiffness. . - 

In the first movement, he 
spaced the molto pesante 
descent down to the tempo 
prtmo so audaciously that it 
made me laugh in delight 
This is conductor’s music, 
after all, and the bigger the 
personality leading the lis- 
tener the better. A dancing 
third movement was dreamy 
and strong, almost removed 
from time. The two remark- 
able soloists, contralto 
Nathalie Stutzmaxm and 
soprano Christine Schafer, 

were clear, nuanced, unified 
in both interpretation and 
meaning. 

The orchestra, with abun- 
dant strength among the 
strings and woodwinds, gave 
themselves over willingly. 
After 20 years leading 


the . City of Birmingham 

Symphony Orchestra, Rattle 
has been Reified by the press 
as a near-perfect music 
director. He interprets a 
huge range of old and new 
music convincingly and any 
interpretative shortcomings 
are made up through ener- 
getic performances. He Is 
also faithful to his orchestra 
and committed to education. 
He carries a lucrative EMI 
recording contract Despite 
the uniqueness of his Bir- 
mingham years, whichever 
orchestra he alights on will 
expect Tutrtitng ]pss than the 
same undivided attention. 

Philadelphia is in need of 
rejuvenation. A year after a 
players’ strike and with sub- 
scriptions down to 60 per 
cent of capacity, a new artis- 
tic administrator was hired 
last month to help speed the 
healing process. The 
respected Simon Woods, not 


coincidentally one of Rattle’s 
producers at EMI. was 
brought on, many feel, as a 
lure to entice Rattle. 

Others on Philadelphia's 
shortlist include Pranz 
Welser-MQst, although some 
players have disparaged him 
for lightweight interpreta- 
tions, and Christian Thiele- 
mann, a well-supported can- 
didate as a dmir ed for the 
dark central European sound 
he draws from the orchestra 
as for his Deutsche Gramm o- 
phon contract 

Unlikely names bandied 
about include Mark Wlggles- 
worth and Riccardo Chaffly 
- but why would Philadel- 
phia want to become Chafl- 
ly's second orchestra, a step- 
sister to the Amsterdam 
Concertgebouw? 

Rattle indeed is the most 
promising candidate. But if 
it is offered, would he take 
the job? He has called what 


he is doing now - routine 
guest-conducting - an 
“unsatisfactory occupation”. 
Speculation since the early 
1990s that Rattle and the 
Boston Symphony Orchestra 
were betrothed was prema- 
ture. 

As the likelihood that be 
will land a better orchestra 
d imini shes. Seiji Ozawa 
shows no sign of leaving 
Boston, and his recent 
administrative shuffling at 
the Tanglewood Music Cen- 
ter (operated by the BSO) 
implies he is further 
entrenching himself. 

Rattle's long flirtation 
with Los Angeles ended as 
Esa-Pekka Salonen and the 
Los Angeles Philharmonic 
proved an inspired match. 
So Philadelphia is probably 
the best US post that will be 
available during the next 
few years. 

Should none of the con- 


ductors accept Philadelphia 
could lessen the burden and 
empower a troika - one con- 
ductor nominally as music 
director, one for heavy reper- 
toire (Sawallisch will stay on 
as emeritus), the third a 
“creative conductor". Such a 


system was in place in 
Chicago (Barenboim Solti 
Boulez) and, in our jet-set 
era, might be Philadelphia’s 
only option. 

But players acknowledge 
that stagnation and frustra- 
tion are just as likely as suc- 


cess with this scheme, and. 
if the Philadelphia is to 
reclaim prominence among 
international orchestras, a 
single, enlightened vision Is 
required. The search com- 
mittee's decision is expected 
before season's end. 





A Dostoyevskyan drama set in working-class Scotland: Shirley Henderson and Alison Peebles in Chris Hannan's remarkable play ‘Shining Souls* «mvu« 


Theatre / Alastair Macaulay 

A comedy on the brink of tragedy 


Opera/Andrew Clark 

With ‘Boris’ 
in their blood 


W ithout being radical 
or obscure. Chris 
Hannan's 1996 play 
Shirting Souls is so 
peculiar that it keeps you on 
tenterhooks from first to last. 
Beyond the fact that you never 
know what will happen nest, you 
hardly know how to react to it 
when it does happen. Shining 
Souls is a realistic play, several 
of whose characters are obsessed 
with the trnnsrendent; it is a 
comedy whose characters all 
hover on the brink of tragedy: it 
is a Dostoyevskyan drama set in 
working-class modem Scotland. 

Anne has two boyfriends, both 
called Billy, both of whom know 
about each other. Billy 1. oo the 
day on which she is set to marry 


him, says aloud to the air, “Anne, 
are you thinking of me? Do you 
remember that night when you 
rang me and said ‘Billy, I can’t 
speak. I’ve got Billy with me.’" 
Anne, however, whom we see in 
the next scene, is thinking of nei- 
ther of them, but of the two sui- 
cides in her family which haunt 
her. She has also met today a 
third man, Charlie. Charlie is 
powerfully attracted to her (and 
to her daughter Mandy), and he 
attracts not only her and Mandy, 
but also one other woman and a 
man, too. 

Anne and Charlie are both 
driven, impulsive, doomed 
people. The way they both help- 
lessly lure teams of other people 
is part of the play’s most 


enthralling features, but more 
wonderfhl is the strange quality 
of soul they both exemplify. They 
have no nobility, and no especial 
virtue, and both of them are a 
remarkable mixture of weakness 
and strength. Yet they address 
worlds beyond this one so natu- 
rally that they exert a force 
unusual in modern drama. 

All the play's characters are 
marvellous in one way or 
another. Or rather in nnp single 
way. as the title tells you, their 
souls shine through. “1 want 
someone who can see the back of 
my face." says Anne. The love 
that both Billies express for Anne 
is breathtaking in its innocent 
faith; the calm resignation with 
which Billy 2 makes his suicide 


speech is astounding. The bitter 
pathos of Mandy, the crazed reli- 
gious visions of Prophet John, 
the wry loyalty of his woman 
Nanette, the fresh devotion of 
Charlie's Margaret May: all these 
are at times amazing. The funni- 
est and most astonishing charac- 
ter of all is the minister who 
comes to marry Anne and Billy: 
“There are ten commandments. 
Far too many, right? Pick one, 
and try and keep it till I get 
back." 

From time to time, Hannan’s 
writing reminds you that you are 
watching a mere play in which 
fictional characters do improba- 
ble things and take turns to 
speak written lines. But this is 
less true than when the play was 


new last year - Hannan has 
made some revisions - and the 
beauty of Shirting Souls is largely 
entrancing. The play’s plot is, 
admittedly, less interesting than 
its characters. Hannan directs; 
the intense Scots accents 
employed involve rather too 
many blurred syllables and sen- 
tences. and a few group scenes 
are too obviously "blocked". 

But all ten actors are abso- 
lutely alive to the comedy and 
the sublimity of the play. Thanks 
to them and to Hannan, Shining 
Souls leaves a lasting light in the 
mind unlike that cast by any 
other play 1 can recall seeing. 


In Peter Hall repertory at the 
Old Vic, London SE1. 


R eviewing the UK premi- 
ere of Boris Godunov at 
the Theatre Royal, 
Drury Lane, in London 
in 1913. the Times critic 
remarked on the “simple crudity” 
of the music, adding that 
“Musorgsky could be tender; 
he could also be pitiless, 
and it is the uncompromising 
reality by which Boris Godunov 
is seen to be a great work of 
art”. 

That notice was reprinted in 
the programme for the Kirov 
Opera’s “semi-staging” in the 
same theatre on Sunday, and its 
verdict holds true. This time 
there was no Chalyapin on stage, 
and instead of Rimsky-Korsa- 
kov's adaptation we heard 
Musorgsky’s original version of 
1869 - seven austere panels given 
in a single sweep of two and a 
quarter hours. No Polish scene, 
no acclamation of the young pre- 
tender in the Kromy Forest, no 
glitter and not much colour; 
instead, a vision of raw beauty 
and mysterious majesty, the 
primitive chimes of fate shroud- 
ing a dark, introspective mood of 
psychological collapse. 

Boris has long been hailed as 
one of the most original works in 
operatic history, and this perfor- 
mance - a one-off royal gala 
organised by the Friends of the 
Kirov - underlined why. 

It was. nevertheless, an unsuit- 
able choice for the occasion. 
Without the visual contrasts of a 
full theatrical representation. 
Musorgsky’s first version comes 
across as an unremittingly 
gloomy cantata, and the Kirov 
made things worse by relegating 
chorus and orchestra to the back- 
ground. 

1 am no apologist for tbe Rim- 
sky version, but it works bril- 
liantly in concert, and would 
have provided better entertain- 
ment for Sunday’s black-tie audi- 
ence. some of whom had paid 
£270 for their tickets. Squeezed 
into the Kirov's touring schedule 
before its autumn residency in 
Paris, this performance had more 
significance as a fund-raiser than 
as an artistic event 
Tbe orchestra was too distant 
to allow clarity of instrumental 
detail, and the chorus was 
reduced to a cipher. With no sets. 


the principals were left to convey 
what drama they could on a strip 
at the front, and it is a tribute to 
their natural histrionic gifts that 
they coped so well. They had 
their costumc-s. and there was 
some concentrated lighting, par- 
ticularly effective in Pi men's 
monastic cel! and the claustro- 
phobic palace room. Most impor- 
tant of all. they sang as if they 
had Boris in their blood. 

The hallmark of the Kirov is 
strength in depth; barring Anna 
Netrebko's diamond-toned Xenia, 
none of these singers is familiar 
in tbe west - yet they all have 
large, well-sculpted voices and 
know how to communicate. Niko- 
lai Putilin's Boris comes from the 
“less is more" school of operatic 
acting - grand, tormented, 
restrained and inwardly 
devoured. The voice has dignity 
and projection, fillin g the house 
with a whisper but not afraid to 
roar: a singer who effortlessly 
commands the stage. 

S carcely less impressive 
was Victor Loutsiuk. his 
radiant, rock-steady tenor 
giving the utmost credi- 
bility to the opportunist young 
monk Grigory'. Mikhail Kit was 
the patriarchal Pimen, Konst- 
antin Pluzhnikov a serpentine 
Shuisky. The only caricature 
came in the inn scene, though it 
would be hard to fault the swag- 
gering brio with which Fyodor 
Kuznetsov delivered Varlaam s 
songs. 

As for the Kirov's own tsar. 
Valery Gergiev had a subdued 
night, conducting with none of 
the immediacy or visceral thrill 
that characterised his Salzburg 
performances in the su mm er. It 
may have had something to do 
with the version used, not to 
mention the unhelpful acoustic: 
the bum of air-conditioning 
ruined the quieter passages. Ger- 
giev laid the score out patiently, 
but I doubt if anyone was bowled 
over. 


Sponsored by Salomon Brothers 
and Moscow Narodny Bank. Tbe 
Kirov performs Boris and Proko- 
fiev's Betrothal in a Monastery in 
repertory at tbe Theatre des 
Champs-Elystes in Paris until 
November 16. 
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International 

Arts 

Guide 


■ AMSTERDAM 

DANCE 

Hot Muziektheater 

Tel: 31-20-551 8911 

BiH T. Jones/Amie Zane Dance 

Company: Blue Phrase. Ballad, 

New Duet and Ursonate; Nov 12, 

14. 15 

OPERA 

Hot Muziektheater 

Tel: 31-20-551 8911 
Cosi Fan Tutte: by Mozart. 
Netherlands Opera production, 
conducted by Ivor Bolton in a 
staging by Jurgen Ffimm, with an 
entirely new cast; Nov 13, 16. 18 


■ BERLIN 

DANCE 

Deutsche Oper 
Td: 49-30-34384-01 
Deutsche Oper Ballet: premiere - 
of Rosabnde, choreographed by 
Ronald Hynd to music by J. 
Strauss; Nov 18 

OPERA 

Deutsche Oper 


Tel; 49-30-34384-01 
Die ZauberflOte: by Mozart 
Staged by GGnter Kramer, with 
sets and costumes by Andreas 
Reinhardt Nov 16 


■ BRUSSELS 

DANCE 

La Monnaie Tel: 32-2-229 1211 
Solr6e de Percussion: new 
production choregraphed by 
Anne Teresa de Keersmaeker to 
music by Magnus Lindberg, 
Steve Reich and Thierry de Mey; 
Nov 12, 13, 14, 15, 16 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel; 1-312-332 2244 
Idomeneo: by Mozart Conducted 
by John Nelson in a staging by 
John Copley. Cast Includes 
Marietta Devta and Ptecido 

Domingo; Nov 16 


■ EDINBURGH 

EXHIBITIONS 

National Gallery of Scotland 
Tel: 44-131-624 6200 
Discovering the Italian Baroque: 
The Denis Mahon Collection. 
Consisting of 17th and 18th 
century Italian paintings by 
Guercino, Guido Reni and 
Domenlchino. among others, 
collected by Mahon since the 
1930s. The exhibition was In 
London until May; opens 
tomorrow 


■ LONDON 

CONCERTS 


Barbican Hall 
Tel: 44-1 71 -638 8891 

• The Sibelius Cycle: Sir Colin 
Davis conducts the London 
Symphony Orchestra in 
Symphony No. 1 and Symphony 
No. 2; Nov 16 

• The Sibelius Cycle: Joseph 
Swensen conducts the Scottish 
Chamber Orchestra, with violin 
soloist Ida Haendel; Nov 18 

EXHIBITIONS 
Royal Academy of Arts 
Tel: 44-171-439 7438 
Victorian Fairy Painting: exploring 
the fascination with fairies and 
the supernatural which took hold 
of artists and writers in Britain 
from the eariy 19th century to the 
outbreak of the First World War. 
The display includes designs for 
the theatre, where the 
Shakespearian revival played an 
Important role in rekindling 
interest in fairies. Artists 
represented include Turner, 
Landseer, and Richard Dadd, 
who ended his life in Bedlam 
after murdering his father. The 
exhibition will travel to the US 
next year opens tomorrow 

OPERA 

London Coliseum 
Tel: 44-171-632 8300 

• From the House of the Dead: 
by Jartefiek. New English 
National Opera production, 
conducted by Brad Cohen in a 
staging by Tim Albery. The 
programme is completed by 
Twice through the Heart, by 
Maric-Anthony Tumage. 
conducted by Nicholas Kok; 

Nov 13 

• The Magic Flute: by Mazart- 


Nicholas Hytner’s English 
National Opera production is 
revived by David Riteh and 
conducted by Christopher 
Moulds; Nov 14 

Royal Albert Hall 
Tel: 44-171-589 8212 
The Royal Opera: Otello, by 
Verdi. Conducted by Jacques 
DeJacdte in a staging by Elijah 
Moshinsky; Nov 17, 18 

THEATRE 

The Pit Barbican Centre 
Tel: 44-171-638 8891 
Romeo and Juliet by 
Shakespeare. New production 
directed by Michael 
Attenborough and designed by 
Robert Jones. Ray Fearon and 
ZoS Waites are the lovers; to Nov 
15 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion Tel: 
1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Oliver Knussen in 
a programme including works by 
Rimsky- Korsakov and Takemitsu; 
Nov 14, 15, 16 


■ MADRID 

OPERA 

Teatro Real Tel: 34-1 -516 0600 
La Monnaie: touring production 
of Britten's Peter Grimes. 
Conducted by Antonio Pappano 
in a staging by Willy Decker, Nov 
15, 18 


■ MUNICH 


OPERA 

Bayerische Staatsoper 

Tel: 49-89-2185 1920 
Bektra: by R. Strauss. Premiere. 
Conducted by Peter Schneider, 
in a production directed and 
designed by Herbert Wernicke; 
Nov 12, 16 


■ NEW YORE 

OPERA 

Metropolitan Opera, Lincoln 
Center Tei: 1-212-362 6000 

• Don Giovanni: by Mozart 
Production by Franco Zeffirelli; 
Nov 14, 17 

• La Cenerentola: by Rossini. 
New production conducted by 
James Levine in a staging by 
Cesare LievI, with designs by 
Maurizio Bald; Nov 12. 15 

• Turandotr by Puccini. Revival 
of a staging by Franco Zeffirelli; 
Nov 15 

New York State Theater 
Tel: 1-212-870 5570 

• Don Pasquale: by Donizetti. 
New York City Opera New 
product cxi, premiered at 
Glimmerglass. directed by Leon 
Major and conducted by Lucinda 
Carver; Nov 14 

• La Boheme; by Puccini. New 
York City Opera. Conducted by 
George Manahan and staged by 
Graziella Sciutti; Nov 15, 18 

• Marco Polo: by Tan Dun, 
premiered in Munich last year. 
New production by the New York 
City Opera conducted by the 
composer and directed by 
Martha Clarke; Nov 15 

• Xerxes: by Handel. New York 
City Opera. New production 
directed and Stephen Wadsworth 


and conducted by George 
Manahan; Nov 13, 16 


■ PARIS 

CONCERTS 

Theatre des Champs Elysees 
Tel: 33-1-49525050 
Orchestic National de France: 
conducted by Yehudi Menuhin; 
Nov 17 

DANCE 

Op6ra National de Paris, Palais 
Gamier Tel: 33-1-43439696 
Paris Opera Ballet- mixed 
programme — Soir de f§te by 

Staats, L’Arlfeienne by Petit, and 
La Symphonie fantastique by 
Massine; Nov 12, 13. 14. 15, 18 

EXHIBITION 

Musde d’Art Modeme, VII le de 
Parte Tel: 33-1-5367 4000 
Gilbert & George: major 
retrospective of the British 
artists, spanning their career from 
their meeting at St. Martin's 
School of Art in 1968 to the 
"Fundamental Pictures” of last 
year; to Jan 4 

OPERA 

Opera National de Paris, Opera 
Bastille Tel: 33-1-44731300 

• Nabucco: by Verdi. 

Conducted by Pincfias Steinberg 
in a staging by Robert Careen; 
Nov 13. 16 

• Turandot: by Puccini. New 
production by Francesca 
Zambello. Conducted by Fabio 
Luisi; Nov 12 

Theatre des Champs Elysees 
Tel: 33-1-4952 5050 

• Boris Godunov: by 


Mussorgsky. Performed by SL 
Petersburg's Marinsky Theatre, 
conducted by Valery Gergiev 
(Alexandre Polianrtchko on Nov 
16); Nov 12. 15. 16 
• Les Fiangailles au Cauvent: 
by Prokofiev. Performed by the 
Marinsky Theatre of St. 
Petersburg, and conducted by 
Valery Gergiev; Nov 13. 14 


■ TOKYO 

CONCERTS 

Suntory Hall 

Tel: 81-3-3289 9999 

Ivo Pogorelich: recital by the 

pianist of works by Bach, 

Schumann and Chopin; Nov 16 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

Monday to Friday, Central 
European Time: 

• NBC Europe 

07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial 77mes Business 
Tonight 

• CNBC 

0&30: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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Lionel Barber 

Vegetable-eater 

By nominating Trichet to head the European Central 
Bank, Chirac may be biting off more than he can chew 


L' Europe, c'est la France et 
lAQemaffne. Les autres sont 
des legumes - Charles de 
Gaulle. 

Jacques Chirac, the 
French president, revels in 
breaking every rule in the 
diplomatic book. IQs nomi- 
nation of Jean-Claude Tric- 
het to head the future Euro- 
pean Central Bank is on a 
par with his decision to 
resume nuclear testing in 
the South Pacific. The rest 
of the world is incredulous 
but France stands defiant. 

The Dutch are seething. 
First it was their soft policy 
on soft drugs; now it is their 
tough support for a central 
banker. The Hague, it 
seems, can do almost noth- 
ing right in Mr Chirac's 
eyes. Mr Trichet's nomina- 
tion is an implicit veto of 
Wim Duisenberg, the Dutch 
central bank governor and 
bead of the European Mone- 
tary Institute, the forerun- 
ner of the ECB. Now Mr 
Duisenberg risks joining 
Ruud Lubbers and Onno 
Ruding on the list of Dutch 
grandees who became also- 
rans in the race for top-class 
international jobs. 

The silence in Bonn and 
Frankfurt is revealing. Hel- 
mut Kohl, the German 
chancellor, saw Mr Chirac's 
gambit coming. He was 
tipped oft three weeks ago. 
More surprising was Mr 
Chirac's success in co- 
opting his prime minister, 
Lionel Jospin. The joint dec- 
laration between the Elysee 
and Matignon on the eve of 
the Franco-German summit 
in Paris was a crude 
attempt to bounce Mr Kohl 
into accepting Mr Trichet's 
candidacy. 

The French are spreading 
rumours that there was a 
secret pact between Mr 
Kohl and the former French 
president Fran pots Mitter- 
rand. The Germans, it is 
said, secured Frankfurt as 
the location for the central 
hank. The French won an 
understanding that the Ger- 
mans would back a French- 
man for ECB president Mr 
Kohl is trapped If he denies 


any deal, he risks stoking 
anti-French sentiment in 
Germany. If he says noth- 
ing, the Germans will 
assume he's traded a way 
more than the D-Mark. 

The existence of such a 
deal is highly improbable. 
Mr Chirac cannot claim to 
be a confidant of Mitter- 
rand, who took many 
secrets to the grave. To 
paraphrase the old saying 
on the Schleswig-Holstein 
question; only three people 
knew the answer, one is 
dead, the other Is mad, and 
the third has forgotten. 

The charge against Mr 
Chirac is that he has need- 
lessly politicised the selec- 
tion process of the ECB 
president and jeopardised 
the launch of the single cur- 
rency. now little more than 
12 months away. Does the 
charge stand up? 

There is a whiff of hypoc- 
risy here. Top jobs in 
Europe always come down 
to horse-trading. Mr Kohl 
killed oft Mr Lubbers to suc- 
ceed Jacques Delors as pres- 
ident of the European Com- 
mission. John Major vetoed 
Jean-Luc Dehaene, the Bel- 
gian premier and Franco- 
German favourite. 

Mr Chirac had every right 
to put forward Mr Trichet, 
but the mann er in which he 


did so suggests he is using 
the governor of the Rank of 
France as a pawn in a big* 
ger game. A French veto of 
Mr Duisenberg draws a 
Dutch veto of Mr Trichet 
The EU is forced to find a 
third candidate more ame- 
nable to the French. 

Alternatively, Mr Chirac 
could withdraw his candi- 
date in return for other 
favours. The French are los- 
ing ground in international 
institutions. Mr Delors is no 
longer running the Euro- 
pean Commission. Jean- 
Claude Paye has stepped 
down as secretary-general of 
the Organisation of Eco- 
nomic Co-operation and 
Development in Paris. Jac- 
ques de Laroisi&re is about 
to retire as head of the 
European Bank for Recon- 
struction and Development 
in London. 

But the ECB job is about 
more than national pride. It 
foreshadows future tensions 
in economic and monetary 
union: how to strike a bal- 
ance between elected politi- 
cians and independent pro- 
fessional central bankers. 
One obvious area for dis- 
agreement is the appropri- 
ate single interest rate pol- 
icy in a future euro area, 
stretching beyond the tradi- 
tional D-Mark zone to Italy, 


Portugal and Spain; there 
are numerous others. 

Mr Chirac viewed Mr 
Duisenberg as the candidate 
of a club of central bank 
governors beaded by Hans 
Tietmeyer of the Bundes- 
bank. When Mr Duisenberg 
declared hims elf a candidate 
in a German newspaper and 
failed to go on bended knee 
to the Elysee, Mr Chirac 
marked his card. Once the 
Labour government con- 
firmed that Britain would 
not join Emu on January l 
1999 - and therefore ruled 
itself out of any say in the 
appointment - Mr Chirac 
judged it was time to act. 

The French have cast Mr 
Duisenberg as a Bundes- 
bank clone but his record 
suggests otherwise. In 1973, 
when he was finanre minis- 
ter, the Dutchman 
responded to the oil shock 
with a huge fiscal stimulus 
to the economy. He is an 
extremely able communica- 
tor in Dutch, English, Ger- 
man, and. yes, French. 

If Mr Duisen berg's candi- 
dacy is doomed, is there any 
chance of Mr Trichet get- 
ting the top job? It would be 
unwise to rule him out 

Mr Trichet is one of the 
great survivors. He has 
moved from press spokes- 
man to the then president 
Valery Giscard d'Estaing. 
counsellor to the former 
prime minis ter, Edouard 
Balladur, to the director of 
the Treasury and then Bank 
of France governor. A suc- 
cession of French banking 
scandals have left him 
untouched. So jealously has 
he guarded the Bank's 
freshly minted indepen- 
dence and stuck to the polit- 
ically unpopular franc fort 
policy that he is known as 
“Hans-Claude Trichmeyer*’. 

The foreign exchange 
markets would be happy 
with Mr Trichet or Mr Duis- 
enberg. They will not be 
happy with a lowest com- 
mon denominator candi- 
date. In that case, watch out 
for a draft Tietmeyer cam- 
paign. Mr Chirac could turn 
out to be the loser. 



Risky business: Chirac could torn out to be the loser 


Technical Consultants Search for 

HANJUNG 

Korea Heavy Industries & Construction Co., Ltd. 


HANJUNG is looking for highly qualified engineers to serve as Technical Consultants. 

HANJUNG, a leading company in the power & industrial plant business in Korea, 
is preparing its second take-off for the coming 21st century. 

HANJUNG is gearing up its investment and efforts to grow into one of the world 
first-dass companies in its field, through achieving USD 13 billion in revenue 
in the year 2001 and developing leading-edge technology. 

HANJUNG has chosen 10 strategic R&D projects: development of low- emission 
and high-efficiency firing system for fossil fuels, plasma De-SOx and De-NOx, 
gas burning intelligent engine, etc. HANJUNG invites qualified engineers for technical 
consulting to activate development of these areas. 


QUALIFICATIONS 


• PH . D in science preferred. 

•In-depth knowledge of engineering technology in power & industrial plant. 

• Minimum 15 years working experience in world-class engineering / heavy 
industries corporations, academies, or institutes. 

• Korean language fluency is favorably considered. 


REQUIRED DOCUMENTS 


• Resume with - detalied description of past experience. 

- self-introduction 

- recent photo and phone numbers within 5 page of A4 size paper ) 

• Paper describing technical consulting plan. . 


REMUNERATION 


•Competitive salary and benefit package that ranges with qualification 


SUBMISSION OF APPLICATION AND OTHER DOCUMENTS 


• Date : November 22, 1997. 

•Send to: 

Department of Personnel Planning & Administration/HANJUNG 

555 Guygok-dong, Changwon-city, Kyungnam 641-792, SOUTH KOREA 

Tel : 82-551-78-7231 Fax : 82-551-78-8486 

■ All submitted documents will be kept strictly confidential and not be returned to the applicant 
i More information is available from the Department of Personnel Planning & Administration. 


KOREA HEAVY INDUSTRIES & 
CONSTRUCTION CO., LTD. 
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Speedy enlargement 
of EU membership 
fully supported 


From Ms Lous&ous van der 
Loan. 

Sir. 1 read with interest 
your editorial “EU enlarge- 
ment” (November 10). I par- 
ticularly welcomed your pro- 
posal that the EU produce 
annual reports on progress 
made by the applicant coun- 
tries. As the FT should 
already know, the European 

Commission made exactly 
such a proposal last July in 
Its Agenda 2000 report for a 
stronger, wider Union. EU 
member states are likely to 
endorse this proposal when 
they take a decision at the 
European Council in Luxem- 
bourg in December on how 
to manage the enlargement 
process. 


that underline our commit- 
ment to an enlargement pro- 
cess from which no appli- 
cant is excluded. All the 
applicants from central and 
eastern Europe will join the 

EU- As the Commission 

made dear in its opinions on 
their individual applications 
for EU membership, the tim- 
ing of their accession is 
largely in their hands. The 
more rapidly they address 
the shortcomings identified 
in the opinions, the more 
quickly they will join. For 
our pari, we will continue to 
fully support them in their 
efforts. 

Lousewies van dor Laan, 
spokeswoman. Commis- 
sioner Hans van den Broek, 
European Commission, 

Rue de la 200, 

1049 Brussels, 


The recommendation con- 
cerning annual reviews on 
applicants' progress is just 
one of the many proposals 
the Commission has made . Belgium 


Only for those 

From Mr N. AdcanL 

Sir, Re Lionel Barber's 
article “Spectre of of Septem- 
ber 1992 haunts Labour” 
(November 5) and Nick Tyr- 
rell's letter (November 11), 
may I suggest the latter 
reads the protocol No 6 in 
the annexe to the Maastricht 
Treaty until the end of art3. 

The last sentence of that 
article reads as follows: In 
particular, the member state 
shall not have devalued its 
currency bilateral central 


in the club 

rate against any other mem- 
ber state's currency on its 
own initiative for the same 
period [two years].” But. the 
notion of bilateral central 
rate supposes participation 
In the ERM because central 
rates exist only for members 
of the ERM. So. Mr Tyrrell's 
suggestion (“no need to join 
the club”) foils. 

N. Adami, 

3090 Overuse, 

Belgium 


Cyprus: generosity and 
search for security 


From Mr Paolos Andronikos. 

Sir. Edward Mortimer's 
suggestion ("The black 
sheep", November 5) that the 
EU insist on concessions on 
the part of the Republic of 
Cyprus to Turkish Cypriot 
demands as part of the terms 
of entry to the EU is com- 
pletely unhelpful- The Greek 
Cypriots have already made 

a significant concession to 
this troublesome minority 
population of Cyprus by 
agreeing to a federal bi -zonal 
bi-communal republic of two 
politically equal states In the 
event of an agreed settle- 
ment. 

Such a concession from SO 
per cent of the population of 
the island to a minority of IS 
per cent and falling can only 
be regarded as generous in 
the extreme, particularly 
when one bears in mind that 
this minority has, with the 
help of the Turkish Army, 
forced 200,000 Greek Cypri- 
ots from their ancestral 
homes and villages In the 
Turkish occupied north of 
the island. 

(It is worthy of note that 
more Greek Cypriots have 
been forced out of the Turk- 
ish-occupied territory than 
there were or are Turkish 
Cypriots in Cyprus.) 

The EU should, along with 
the US, be leaning on Tur- 
key to respect the relevant 
UN resolutions, withdraw its 
troops from the island, and 
make the concessions neces- 
sary for a just settlement to 
the Cyprus problem. It is 
time the west stopped pan- 
dering to Turkey. This “way- 


ard cousin", as your earn* 
indent so mildly puth. 
tn be tausbt respect 


os Andronikos. 
or lecturer and head, 
era Greek section. 


From Professor S.R. Sonyel. 

Sir. Edward Mortimer has 
ably analysed the problems 
emanating from the unilat- 
eral application by Greek 
South Cyprus for EU mem- 
bership ("The black sheep”). 
However, he is rather too 
optimistic and vague with 
regard to the boon that will 
accrue to the Turkish Cypri- 
ots. The main concern of the 
Turkish Cypriots is security, 
nan-domination by the 
Greeks, and permanent 
Turkish Cypriot minority in 
North Cyprus. 

They rail to see how the 
EU will provide security for 
them when even the UN 
peace-keeping force failed to 
do so. and how they will 
effectively maintain a Turk- 
ish Cypriot majority in the 
north, in view of the EU 
principles of freedom of 
movement and settlement. 


SLR. Sonyel. 

35 D'Arbiay Street, 
London WIA 4YL, UK 


No evidence to support accusation over Chinook crash 


From Mr John D. Cook. 

Sir, The secretary of state 
for defence (Letters, Novem- 
ber 7) is quite wrong to 
accept that the Ministry of 
Defence verdict on the ZD576 
Chinook tragedy is justified. 
He, like his predecessors 
Messrs Rifkind, Portillo and, 
more recently. Lord Gilbert, 
are all reading from the MoD 
script which only includes 
what it the MoD, thinks is 
relevant The real facts are 
quite different. 

Only at the public Inquiry 
were some of the pilots who 
were involved with the Mk2 


Chinook asked any ques- 
tions. and that inquiry could 
find no justification of negli- 
gence on the pilots' behalf 

We. the famili es, have 
never tried to explain the 
cause of the accident There 
were no witnesses. No flight 
recorders. Nor any evidence 
to prove anything. What we 
do know is that the crews 
involved were having a lot of 
problems with the FADEC 
system and the flying con- 
trols. 

The MoD has to be able to 
satisfy AP3207, RAF manual 
erf flight safety, that states 


categorically: “Only in cases 
in which there is absolutely 
no doubt whatsoever should 
deceased aircrew be found 
negligent” It cannot be right 
that opinions based on no 
evidence can be sufficient to 
prove negligence. 

The air marshals would 
have us believe that then- 
selected highly trained, 
highly experienced, and 
highly respected Special 
Forces aircrew would make 
such a crass mistake as to 
■fly into solid rock? Where is 
the evidence for this accusa- 
tion? There is none. 


The families and friends of 
the deceased aircrew have a 
wealth of knowledge and 
experience in aviation, mili- 
tary, civil and aircraft acci- 
dent investigation, and are 
convinced that the accusa- 
tion by the air marshals can- 
not stand up to their own 
regulation AP3207. 

No natural justice can 
accept opinion as evidence 
and therefore doubt must 
exist 

John D. Cook, 

30 Gaily Hill Road. 

Fleet, Hants GU13 0PU, UK 


Personal View • Floyd Abrams 


Letter 


The presence of 
TV cameras in 
court reflects the 
fairness of the US 
judicial system 



I know that 
you're still 
w upset by the 
nanny verdict 
Louise Wood- 
ward may be 


free but I know you think 
she was mindlessly and Inde- 
fensibly found responsible 
for the death of an elght- 
month-old baby by a jury 
that couldn't or wouldn't do 


justice and a judge that 
wouldn't fully undo that 
injustice. 

1 sense you believe it is no 
coincidence that Louise was 
found guilty in the same 
nation that was capable of 
freeing O.J. Simpson. And 1 
know you blame, at least in 
part, the fact that there was 
extensive publicity before 
the trial and television cam- 
eras were allowed in the 


courtroom during the trial 
for the ul timat e result that 
you find so distressing. 

But could you listen for 
just a moment? Could you 
look at the way you and 
your now-cheering country- 
men come across over here? 
Because as seen from this 
side of the Atlantic, your 
reaction seems far more 
overheated than thoughtful, 
far more the result of xeno- 
phobic passion than of dis- 
passionate analysis. 

Recall first the different 
waves of received wisdom 


that swept over the British 
public. Before the trial 
began, British observers 
objected to the extensive pre- 
trial publicity about the case 
(we call it free speech), the 
fact of a televised trial (per- 
mitted under Massachusetts 
law) and the very visage of a 
19-year-Old En glish girl hotng 
tried by a Boston jury con- 
taining people whose grand- 
parents were bom in - 
where else? - Ireland. . 

By the time the testimony 
was completed - but before 
the Verdict was announced — 
criticism of the trial and the 
American legal system had 


to an English Mend 



faded. The skilled - defence 
lawyers had punched one 
hole after another in the 
state’s medical case. The pre- 
trial publicity seemed long 
forgotten. And an acquittal 
was generally expected. 

Thai came the guilty ver- 
dict and the firing of one 
angry barrage after another 
from east to west across the 
Atlantic. Televising the trial 
was criticised, notwithstand- 
ing the absence of any basis 
for concluding it adversely 
affected anyone's in -court 
behaviour - judge, lawyers, 
witnesses or jury. Not a sin- 
gle defence counsel objected 
to the presence of a camera 
in the courtroom, including 
Barry Scheck, who had 
repeatedly criticised the tele- 
vising of the trial of his cli- 
ent 0*1. Simpson - after that 
case concluded. 

British' critics of the nanny 
trial are right about one 
thing. The silent, all-but- 
unnotlced camera did have 
real impact Public opinion 
in Britain (and by trial's 
end, in the US) was galvan- 
ised by seeing just what the 
jury aw. The members of 
the British public who ws*a 
persuaded that there was 
reasonable doubt about 
Louise's guilt (or, in fact, no 
doubt of "hex innocence) 
reached that view only 
because of what they learned 
by watching the case on 
television. - 

Or what they think they 
learned For British observ- 
ers to complain .that there 
was “no" evidence against 
Louise or that no fair or edu- 
cated juror could have found 


her guilty is simply to ignore 
the most important evidence 
offered by the prosecution. 
Judge Hiller Zobel, whose 
sense of compassion for 
Louise led him to order her 
release - in spite of his 
determination that she was 
guilty of manslaughter - 
concluded that the jury ver- 
dict was "not against the 
weight of the evidence”. 
There was, for example, the 
testimony of the police, cred- 
ited by Judge Zobel. that 
Louise bad acknowledged to 
them that she had been a 
“little rough” with Matty on 
the day he was rushed to the 
hospital Louise denied say- 
ing any such thing. But deci- 
sions as to who to believe 
and who not are precisely 
what juries do best in both 
Britain and the US. 

But. you say. you know 
that Louise was credible and 
the police were not Listen 
carefully to yourself. Ask 
yourself how you can even 
begin to make that judg- 
ment. If you are able to do 
so, it is only because cam- 
eras were present Is that 
not the strongest, most per- 
suasive argument for cam- 
eras acting as a check on 
judges and juries alike? 

Compare the benefits of 
the true public education 
about the judicial system 
provided by the cameras 
with the lessons in journalis- 
tic behaviour offered by the 
British newspapers that 
engaged in circulation- 
driven “campaigns" to save 
Louise. Or to the behaviour, 
of those individuals -• Brit- 
ish and American alike - 


who marched outside the 
courthouse in Cambridge 
while Judge Zobel was still 
deciding whether to reduce 
her sentence, seeking to 
influence him with signs, 
banners and chants. 

That behaviour would 
undoubtedly constitute a 
contempt of court in Britain 
with regard to any pending 
criminal prosecution. British 
editors have been jailed for 
far less. In the US, such 
behaviour has been pro- 
tected by the First Amend- 
ment since a 1941 Supreme 
Court opinion that rejected 
English contempt law and 
concluded that the very pur- 
pose of the American revolu- 
tion was "to secure for the 
people of the United States 
much greater" free speech 
"than the people of Great 
Britain had ever enjoyed". 

So as the British press and 
public continue to denounce 
the American legal system 
and the television cameras 
that showed it to them j why 
not pause to reflect on why 
you’re so sure so much went 
wrong in the Louise Wood- 
ward case. If not the In-court 
camera, what? And while 
yon're at it, ask yourself 
whether a society open 
enough and secure enough 
to allow all or Britain to 
watch everything that 
occurred in its courts may 
not even have a lesson or 
two to offer its friends 
across the sea. 

The author is an American 
constitutional lawyer and a 
Partner in the New York firm 
of. Cahill Gordon & Rerndel 
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Internet 

merger 


The bid by WorldCom for MCI 
has been discossed, until now, 
largely in the context of the 
past. It is time for the debate to 
focus on the futnre. 

The rationale for the deal lies 
in the cost savings from com- 
bining the two companies’ core 
businesses, in voice telecommu- 
nications. These savings moti- 
vated WorldCom’s higher bid 
this week and the MCI board's 
acceptance. But the merged 
company would also obtain 
enormous influence over the 
development of the internet 

The net began as a disorgan- 
ised. decentralised network of 
networks. There is no owner, no 
central guiding force, just a col- 
lection of standards and some 
voluntary bodies to administer 
them. But recently a handful of 
big companies have built up 
powerful roles in providing 
access to the internet and carry- 
ing its data. 

WorldCom owns UUNet, the 
biggest and most international 
of the Internet Service Provid- 
ers (ISPs), which link users to 
the net Recently, it agreed to 
buy the network in frastructu re 
of America Online and Compu- 
Serve. two proprietary online 
systems which also act as ISPs. 
Similarly, MCI provides the 
most heavily used of the fibre- 
optic ‘'backbones'* for the sys- 
tem in the US. 

The industry is far from 
mature - more fibre-optic back- 
bone capacity is being added 


daily. There are many thou- 
sands of small ISPb within the 
US and around the world. And 
there are other big internet par- 
ticipants. such as Sprint, Ameri- 
can Telephone & Telegraph and 
GTE, a rival bidder for MGL It is 
certainly too early to say that a 
merger between WorldCom and 
MCI would produce an undesir- 
able concentration of power. 

None the less, there is a risk 
that the consolidation of the 
industry will transform the way 
the internet works. From the 
outset, internet participants 
have carried each others’ data 
across their networks for free. It 
is this arrangement that gave 
the system its low cost and 
global reach. As individual par- 
ticipants get bigger, there is a 
growing temptation for the 
larger to discriminate against 
the smaller, charging them for 
a ccess or refusing connections 
altogether. 

So far, the Shift to char gin g 
has not destroyed the internet 
ethos; it may. indeed, be a desir- 
able step towards maturity and 
financial stability. But it should 
not be allowed to take place 
unscrutinised. The proposed 
merger unitra two of the biggest 
participants in the emerging 
internet industry, together han- 
dling around 60 per cent of 
backbone traffic. It provides an 
ideal opportunity far an exami- 
nation of the competition 
issues. The federal authorities 
should rise to this challenge. 


A Real fight 


The Brazilian government is to 
be commended for its prompt 
and serious response to the 
financial turmoil which now 
threatens its anti-inflation pro- 
gramme. It has wasted no time 
in futile railing against the sup- 
posed wrongs of foreign specula- 
tors, but has taken tough mea- 
sures to counteract the threat 

The strains its programme is 
facing reflect the dangers of 
relying excessively on a pegged 
exchange rate in the battle 
against inflation. But the gov- 
ernment has taken the sensible 
view that an abrupt devaluation 
at this stage would jeopardise 
economic stability. 

Its initial response was to sig- 
nal a sharp increase in interest 
rates to defend its currency, the 
Real. This was followed by an 
emergency fiscal package to 
reduce the budget deficit by 
some $ 18 bn and intensified 
efforts to secure backing in Con- 
gress for constitutional amend- 
ments to help bring government 
accounts under control. 

These actions imply very slow 
growth next year, a year in 
which President Fernando Hen- 
rique Cardoso is expected to 
stand for re-election. HJs calcu- 
lation is that the voters’ priority 
is to preserve success against 
inflation - below 6 per cent this 
year compared with an average 
of 1.400 per cent in the first four 
years of the decade. 

Yet the electorate is not his 
only concern. Higher interest 
rates, by slowing the economy. 


will help bring down the cur- 
rent account deficit, estimated 
at close to 4.5 per cent of gross 
domestic product this year. But 
they will also increase pressure 
on the budget, by increasing 
government debt' servicing 
costs, and on parts of the bank- 
ing system. Many smaller finan- 
cial institutions already face 
damag i n g losses because of the 
collapse in stock and bond 
prices since mid-October. 

The full costs of the policy 
response to the first wave of 
speculation are thus as yet 
unknown. If the Asian experi- 
ence Is any guide, further waves 
of speculation can be expected 
as these costs become apparent. 

In its defence, the government 
still has high foreign exchange 
reserves, even after spending an 
estimated $7bn to S8hn in recent 
weeks, and can anticipate large 
receipts from its ambitious pri- 
vatisation programme, it would 
also be prudent to seek assis- 
tance from the International 
Monetary Fund before any cri- 
sis, rather than after the event 
as Mexico did in 1994, and avoid 
any protectionist response. 

What is also required is 
prompt action by Congress to 
reduce the budget deficit in a 
sustainable way. and an explicit 
plan to increase private saving 
in the longer term. Only by 
boosting weak domestic saving 
will the government address the 
underlying source of economic 
vulnerability. 


Rouble trouble 


For Russia, it could not have 
come at a worse time. Just as 
growth was starting to pick up, 
confidence in the rouble was 
returning, and the fiscal deficit 
was at last being tackled, the 
rouble came under speculative 
pressure. 

The authorities responded on 
Monday by raising interest 
rates and widening the 
exchange rate band. Their 
actions could restore stability. 
But they must realise that high 
interest rates are themselves 
causing problems: they are far 
from an easy way out. 

The authorities are probably 
right to defend the rouble. The 
currency is not overvalued. Rus- 
sia has a large current account 
surplus, and the real exchange 
rate has hardly changed since 
l he beginning of last year, 
thanks to a policy of managed 
depreciation. 

A sudden depreciation now 
could destroy confidence. High 
inflation in the past led many 
Russians to hold US dollars 
rather than roubles. This dollar- 
isation is only now starting to 
reverse. A depreciation could 
easily lead residents to rush 
back to the safe haven of dol- 
lars. 

Also, a redenomination of the 
rouble is planned for the begin- 
ning of next year. Weakening 
confidence could put this iu 
jeopardy, and seriously damage 
the government's credibility. 

But this week’s measures to 
defend the rouble have pushed 


up Russia's real interest rates to 
nearly 20 per cent. Rates were 
raised at the beginning of 1996. 
as part of the policy to stabilise 
the exchange rate and the juice 
level. Even after stabilisation 
was achieved, rates remained 
high, partly because of high lev- 
els of government borrowing tn 
the domestic financial markets. 
The result is that long-term 
investment has been stunted. 
Russian growth will not get off 
the ground until real interest 
rates can be reduced to reason- 
able levels. 

The authorities must ensure 
that the rate rise is, as they 
claim, just a temporary mea- 
sure. They may be tempted to 
be over-cautious, and leave 
rates too high for too long. Tins 
would put Russia's fragile eco- 
nomic recovery' at risk. 

In the longer term, they must 
aim far a permanent redaction 

in rates. This can only be 
achieved if the government has 
monetary and fiscal policy cred- 
ibility. But fiscal policy, in par- 
ticular, remains fraught with 
problems. The government is 
making progress, but has much 
work to do to prove its commit- 
ment to tackling the fiscal defi- 
cit and constructing a cohermit 
tax system. 

The rouble should be 
defended for now. But the Rus- 
sian authorities should already 
be making preparations for a 
period erf much lower real inter- 
est rates. Without this, they will 
find prosperity elusive: 


Clinton - off the right track? 

The president’s recent defeat in Congress raises serious 
questions about US policy, say Bruce Clark and Nancy Dunne 


I t ought not to be going 
this way. Bill Clinton, the 
US president, has been re- 
elected by a handsome 
majority and enjoys 
unusually high approval ratings. 
In theory, at least, he should be 
capitalising on his country's 
happy state of peace and prosper- 
ity to concentrate on global "leg- 
acy issues" that future genera- 
tions will judge him by, such as 
the environment or disarmament. 

Against this background, the 
defeat he suffered this week 
when Congress failed to muster 
annng h votes to grant him the 
fast-track authority to negotiate 
trade deals is a harsh blow. He 
had previously called fast track 
one of the cornerstones of his 
economic policy. 

At home, the failure to secure 
it could weaken Mr Clinton’s 
Haim that , as a politician of the 
centre, he is skilled at manag in g 
the potentially difficult relation- 
ship between a Democratic 
administration and a Republican- 
dominated Congress. 

Abroad, the setback is likely to 
damage his credibility in the eyes 
of prospective trade deal partners 
in t j«ttn America » , rid Asia, as 
well as the European govern- 
ments who are counting on him 
to face down Congressional xeno- 
phobia and avoid transatlantic 
rows. 

More generally, as Madeleine 
Albright, the secretary of state, 
warned in advance of the vote, 
the result would “signal to a 
watchful world whether America 
is approaching the end of the cen- 
tury with well-deserved confi- 
dence and pride - or whether our 
deeper wish is to shrink from the 
centre stage of world affairs". 

But will the setback on fast 
track really have such wide-rang- 
ing consequences for the presi- 
dent? Alter the event. Mr Clinton 
was sanguine. He has insisted 
that fast track will live to fight 
another day. 

Alter a weekend of desperate 
bargaining where the White 
House offered inducements rang- 
ing from local construction pro- 
jects to ambassadorships to reluc- 
tant Congressmen, a crestfallen 
Mr Clinton said it was time to 
regroup and start the battle anew 
next year. 

"What I think we have to do is 
try to let the temperature go 
down and go back to what is 
actually at stake,” he said. "I will 
be very surprised if we are not 
successful in developing a bipar- 
tisan, constructive, successful 
approach to fast track before this 
Congress is over." 

So who is right: those who 
worry that the Clinton second 
term has been deeply wounded? 
Or those who think the president 
can bounce back? And what will 
be the real consequences? 

Start with Mr Clinton’s stand- 
ing with the public. His approval 
rating has remained remarkably 
steady this year at about 60 per 
cent, indicating that he has not 
suffered significant damage from 
revelations about fund-raising 
misdemeanours, or from the 
approaching law suit over sexual 
harassment brought by Paula 
Jones, a woman from his native 
Arkansas. 

But reassuring polls do not, 
apparently, capture the intense 
suspicion of the global economy 

that is harboured by part of the 
American electorate. Tins resent- 
ment has produced support for 
the country’s newly invigorated 
trade union movement. 



This has had an important 
political result. Tom Mann, a 
political analyst at the Brookings 
Institution, believes that Demo- 
cratic legislators are more depen- 
dent than ever on their tradi- 
tional backers in organised 
labour. Corporate donations 
trailed off after the party lost 
control of Congress in 1994. and 
the organisational skills of the 
unions would be crucial in local 
campaigns next year. “In mid- 
term elections with a low turn- 
out, intensive work means every- 
thing." he says. 

For fast track, next year’s Con- 
gressional elections (in the view 
of most observers) will make it 
harder to push through a mea- 
sure that has triggered a power- 
ful popular backlash. And there 
could be wider trade implica- 
tions. Advocates of free trade are 
voicing the fear that labour's vic- 
tory could augur a resurgence of 
protectionism in the US. Julius 
Katz, a former deputy trade rep- 
resentative. says unions will “be 
emboldened by this [victory] and 
will make a run at trying to turn 
the clock back, especially if there 
is a ballooning trade deficit". 

More immediately. Mr Clin- 
ton’s political failure in Congress 
will cause him embarrassment in 
several trading forums, notably 
this month's meeting in Vancou- 
ver of the Asia-Pacific Economic 


Cooperation. It also seems likely 
he will attend the summit of 
Latin American leaders in Sant- 
iago next March with fewer aces 
to play than be would like. 

The White House had hoped to 
build on previous successes on 
trade - securing approval of the 
North American Free Trade 
Agreement and the establish- 
ment of the World Trade Organi- 
sation - to push its agenda in 
these two bodies. It wanted to 
use fast track to make sectoral 
deals in Apec - establishing 
trans-Pacific free trade in certain 
goods as a step towards the bloc’s 
goal of free trade by 2020, and. in 
the Chile meeting, to launch 
hemisphere-wide negotiations on 
a free trade area that would enter 
force in 2005. 

It may still be possible to sal- 
vage these goals. Peter Hakim, of 
the Washington-based think - tank 
Inter-American Dialog, predicts 
that Latin American leaders “will 
still have to come to grips with 
the feet so many of their exports 
go to the US". 

Exactly the same point - the 
bargaining power that the US 
always enjoys because of the size 
of its market - is made in other 
areas. Some Democrats think the 
US can and should drive a harder 
bar gain on labour and environ- 
ment without sacrificing the goal 
of liberalised trade. Richard 


Gephardt, the House Democratic 
leader who has used opposition 
to the pristing fast-track proposal 
to define himself as a tribune of 
the people, insisted this week 
that he would support the presi- 
dent on suitably adjusted terms. 

But the past year’s experience, 
of formulating trade proposals 
designed to appeal to all sides of 
Congress suggests that Republi- 
cans win be reluctant to make 
the kind of concessions that Mr 
Gephardt wants. 

“The Republicans will not com- 
promise on labour and the envi- 
ronment,” says a Congressional 
aide who supports free trade - 
adding that if the fast track 
agreement had been aimed solely 
at the WTO, rather than includ- 
ing other trade arrangements, it 
would have passed. 

The political dexterity needed 
to secure fast-track approval 
should not, in most observers' 
view, have been beyond the abil- 
ity of a president who excels at 
deal-making - if only he had 
focused on the issue earlier. 
From this perspective, the fast- 
track failure has as much to with 
presidential errors of style and 
priority setting as it has with the 
difficulties of trade policy. 

As Richard Haass, a former 
State Department official says, 
the failure shows the limitations 
of “an episodic approach to for- 
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Weld's way 
with words 

-■ Step aside, John Grisham. 
Form er Massachusetts governor 
Wffliam Weld, fresh from defeat 
in his bid to become US 
ambassador to Mexico, is 
embarking cm a new career - as 
a novelist. 

After scrapping with hawkish 
Senator Jessie Helms, there was 
speculation that the ever-quirisy 
52-year-old would return to his 
roots, by taking a cosy job with a. 
law firm. There was even idle 
chatter about a bid for the 
presufency. 

But Weld - who mice leapt 
fUlly clothed into the Charles 
River to celebrate its 
environmental clean-op - is as 
usual going his own way. He’s 
written a political thriller set in 
Boston and signed a contract 
with New York publisher Simon 
& Schuster. 

Word has it that friends 
wanted Weld to write an inside 
account of his years as a leader 
of the Republican Party’s liberal 
wing. But the Harvard and 
Oxford-educated legal eagle 
decided on something Jess 
po-faced. He first put pen to 
paper in January, stonily after 
being beaten in a bid to get 
elected to the senate, and 
finished writing in March, before 
he stepped down as governor. 

The book probably won’t be 


great literature, but if it is 
anything like the author it 
should be an entertaining read. 
The tentative title is Mackerel by 
Moonlight, and its hero is a 
candidate for the district 
attorney's office in 
Massachusetts. 

The political pot-boiler should 
hit the bookstores next 
September - and Weld will be 
oat to make a splash. 


Clan destiny 

■ Lord Inchiquin, chief of the 
O’Brien clan and the man with 
the strangest claim to the 
1,000-yearoId title High King of 
Ireland, is going transatlantic. 

A successful fanner and 
b usinessman in County Clare. 
Inchiquin is a direct descendant 
of ancient Irish warlord Brian 
Bora and is inundated with 
inquires from around the world 
about the genealogical 
background of his famous 
ancestor. So Bora is going on the 
internet and Inchiquin is setting 
up an O’Brien Foundation, in the 
US to help bring together the 
estimated 450,000 O'Briens 
floating around the world. 

“11 will be run in a very 
business-like way," says the dan 
chief from his ancestral home 
near Limerick. “O’Brien 
scholarships and student 
exchanges will be arranged. 
There will be a museum and 
library. We are also planning a 


big gathering of the O'Brien 
dan in County Clare in 1999.” 

A statue of Bora is to be 
erected in Efilaloo, County Clare 
where he was born and. in the 
ultimate accolade, there’s talk of 
a film starring Liam Neeson. 
How about Life of Brian II? 


Home run 

■ Milwaukee Brewers owner 
Bud Selig reckons he's struck a 
blow for financial realism by 
moving his team from baseball’s 
American League to the 
National League. It may be the 
first such move this century, but 
Chevrolet -dealer Selig - one of 
the game’s big-hitters - reckons 
it’s about time baseball moved 
with the times. 

This means reorganising into 
coherent divisions based on time 
zones to cash in on lucrative 
television earnings; the theory 
runs that baseball needs to play 
matches at peak times if it’s 
going to take a bigger slice of 
the revenae cake. 

Selig speaks with authority 
when it comes to making 
baseball pay. He was 
instr umental in bringing the 
Brewers to Milwaukee back in 
1970 and has spent the best part 
of 30 years competing against 
big-city teams. 

The flaw in the argument is 
that football, America's most 
commercially successful sport, is 
hardly a model of rational 


organisation. Its league system 
Is based on a version of 
American geography that would 
shame a five-year-old. 

Take the National Football 
Conference “west" division, 
dominated this and every other 
year by the San Francisco 49ers. 
Who are the 49ers’ divisional 
rivals? Atlanta, Charlotte. New 
Orleans and St Louis. 


Spells trouble 

■ Romania's witches and seers 
have gazed into their crystal • 
balls - and found that the future 
isn’t as rosy as they thought 
There are simply too many 
bogus fortune-tellers to the 
market and the not-so-mystlcal 
law of over-supply has started to 
take Its toll. 

So the country's genuine 
soothsayers have now decided 

that wimigh Is enough- they've 

set up a trade union for 
bone-fide mystics. 

“Many people who have got 
nothing to do with this business 
are pretending to be able to tell 
the future and stealing oar 
clients." complains leading 
clairvoyant Madame Lucretia. 

There will be tough entrance 
requirements and prospective 
trade unionists will have to 
prove their ability “to tell the 
future and lift evil spells". 

They’ll also need couple of 
passport-sized photographs and 
a broom. 


eign policy", which takps insuffi- 
cient care to nurture coalitions 
with Congressmen. 

In some ways, the defeat has 
come at a deeply inconvenient 
time. It coincides with the 
appearance of three other dark 
clouds, of varying sizes, on the 
global horizon- One is the slide in 
Asian stock values, which has 
also caused sharp fluctuations on 
Wall Street 

“The turmoil on. Asian markets 
has reminded people vividly that 
they are vulnerable to what hap- 
pens in other countries, and 
Americans never like that" says 
Dan Goure, of the Centre for 
Strategic and International 
Studies. 

The second is the unprece- 
dented challenge facing Mr Clin- 
ton's policy of “dual contain- 
ment" — hemming in the power 
of Iraq and Iran - at a time when 
America’s partners in the UN 
security council. France and Rus- 
sia, are calling for a softer 
approach towards both regimes. 

But the issue on which be is 
most vulnerable at home and 
abroad is probably the third - 
climate change. This will be the 
subject of an acrimonious inter- 
national conference in Kyoto. 
Japan next month. 

Persuading Congress to accept 
any limit on carbon emissions 
caused by fossil-fuel burning will 
require Mr Clinton to use every 
drop of his presidential authority’. 
The Republican leaders in Con- 
gress who provide the president 
with tactical help on many other 
issues are unremittingly sceptical 
about global wanning. 

Tackling global environmental 
problems, along with balancing 
the budget and reforming the 
welfare system, are the sort of 
long-term issues upon which sec- 
ond-term presidents should sup- 
posedly be focusing. 

Mr Clinton has set himself the 
historic task of redefining the 
Democratic Party as a more cen- 
trist movement, in step with 
technological change and an 
increasingly knowledge-based 
society. 

In recent days, however. Demo- 
crats have seemed divided and 
resentful of a president they 
blame for sacrificing the interests 
of the poor while embracing a 
Republican programme. 

Sensing that bitterness. Mr 
Clinton drew the line at granting 
one of the concessions that the 
Republicans demanded during 
the fast-track bargaining - an 
end to family planning aid for 
countries that allow abortion. 

The president's hope is that 
some way can be found to reas- 
sure his supporters that he cares 
about the victims of globalisation 
in the US and elsewhere, without 
seeming excessively liberal in 
Republican eyes. 

Steve Clemons of the Economic 
Strategy Institute, a centrist 
think - tank , says t his week's fail- 
ure could prompt a "step back for 
a look at manic globalism, a 
reconsideration of the positive 
aspects and a look at how to deal 
better with the casualties". 

But with the president's critics 
savouring the spoils of victory, 
regaining the initiative In trade 
policy next year is likely to prove 
a long, bard struggle. Both sides 
agree that Mr Clinton would 
have had a much easier time pre- 
vailing if be had kept his eye on 
the ball in 1997. He now has to 
live with the consequences of 
failing to prepare public and Con- 
gress for his fast-track request- 


lOO years ago 

Bagot Pneumatic Tyre 
At present the name of the 
Bagot Pneumatic Tyre, 
Limited, is rather 
prominently before the Stock 
Exchange, the rig in the 
shares having attracted more 
attention from the Committee 
than some members have 
quite liked. This is somewhat 
unfortunate for M- Louis 
Maiche, of Paris, whose many 
inventions, exhibited at 
Walbrook, we described last 
Friday; as the gentleman who 
seems to be acting as sponsor 
for the attempted Maiche 
Syndicate is, unless we are 
much mistaken, the same 
Captain Bagot who is 
identified with the somewhat 
ill-fated tyre. 

50 years ago 

U .S. Shipping Alarmed 
New York; American ship 
operators, particularly 
tramps, are alarmed over the 
prospect that Congress, in the 
coming session, may approve 
the Paris proposal to transfer 
30Q more American ships to 
the flags of European 
maritime nations under the 
Marshall Plan. Steamship 
Row here is as worried over 
the transfer plan as over the 
current sagging freight rates. 
They point out that by 1951 
the proposals would reduce 
dollar shipping of bulk 
commodities for European aid 
in American contract carriers 
to zero. 
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Rosneft management 
seeks MBO partners 


By CtvysSa Freeland 
in Moscow 


The management of Rosneft, 
the last big Russian oil com* 
pany still to be privatised. 

plans to team up with foreign 
partners to bid for the group 
when it goes on the auction 
block later this year. 

Alexander Putilov, Rosneft’s 
chair man, said in an interview 
the consortium would include 
at least two western oil compa- 
nies and at least two western 
financial investors. 

Management hopes of organ- 
ising a buy-out are a sign of 
the intensity of the battle for 
Rosneft, which is shaping up 
to be Russia's biggest business 
contest of the year. 

Gazprom, the natural gas 
group, has already declared its 
hope of adding Rosaeft to its 
empire. Shell and British 
Petroleum are also thought to 
be interested. Salomon 
Brothers, the US investment 
bank, recently estimated the 
“identifiable value” of Rosneft 


at £1.4hn. based on its proven 
reserves. 

The Kremlin plans to sell 
large stakes in six oil compa- 
nies. including: Rosneft, over 
the next three months. Rus- 
sia’s budgetary crisis has 
added urgency to the plan, but 
the programme could be 
soared by the global financial 
downturn which has depressed 
Russian equities. 

Russian stocks feS 4 per emit 
yesterday, following an 8 per 
cent drop on Monday. But 
Maxim Boiko. Russia’s privati- 
sation chief, said the govern- 
ment intended to push ahead 
its privatisation programme. 

Mr Putilov would not name 
the foreign companies he is 
seeking to draw into the Ros- 
neft management consortium. 
But he said that if it were to 
win control, the group's strat- 
egy would be to keep Rosneft’s 
subsidiaries in a single group 
and to preserve the Russian 
face of the company. 

“We are trying to put 
together a bid with foreign 


partners.” Mr Putilov said. 
“This will guarantee the inde- 
pendence of the company, its 
Russian character and Its 
integrity." 

Boris Berezovsky, the media 
and oil tycoon who was 
recently ousted from the Rus- 
sian government as part of a 
battle between Kremlin clans, 
is also expected to make a bid 
for Rosneft 

Over the past few months 

officials from Sibneft, the oil 
company controlled by Mr Ber- 
ezovsky. have been moved into 
executive positions in Rosneft 

Mr Putilov accused the inter- 
lopers of seeking to delay the 
privatisation of Rosneft by 
slowing down the paperwork 
necessary to prepare a com- 
pany for privatisation. 

But Mr Boiko insisted Ros- 
neft would be privatised 
according to schedule, with 
the open sale of 9&25 per cent 
of the shares beginning this 
year and ending by mid-1998. 


Brussels 
supports 
positive 
action 
for women 


By Nan Buckley in Brussels 
and Peter Norman in Bonn 


New tax code needed. Page 2 


Blow to US as Egypt says 
it will boycott conference 


By Mark Huband in Cairo 


Egypt delivered a blow to US 
Middle East policy yesterday 
when it announced it would 
boycott a Washington-backed 
economic conference to which 
Israel was invited. Saudi 
Arabia, the US's other main 
Arab ally, has also said tt will 
not attend. 

Hosni Mubarak, the Egyp- 
tian president, brushed aside 
intense US pressure on Arab 
states to attend. The fourth 
Middle East and North Africa 
economic (Mena) conference is 
due to open in the Qatari capi- 
tal, Doha, on Sunday. 

The boycott was in protest 
at Israel’s refusal to abide by 
US-arranged agreements aimed 
at securing a lasting peace 
with its Arab neighbours. 

Officials at the US state 
department were unavailable 
for comment yesterday, a pub- 
lic holiday. Last week, Martin 
Indyk. US assistant secretary 


of state for Middle Eastern and 
Near Eastern affairs, toured 
Arab capitals in an effort to 
reverse decisions by boycott- 
ing states and confirm atten- 
dance by w&verers. 

“Egypt will not take part in 
the Doha conference and wxU 
not send a delegation to it,” 
President Mubarak told his 
r uling party yesterday. 

“The aim of an economic 
conference is to build coopera- 
tion between Israel and the 
Arab community, and this is 
linked to progress towards 
peace . . . but so for no progress 
at all has been achieved.” 

The Egyptian decision was 
the clearest sign yet of bow far 
Arab-Israeli relations have 
deteriorated since Israel began 
a Jewish settlement on Arab 
land in East Jerusalem in 
Mrnrk This led to an eight- 
month suspension of peace 
talks with tha Palestinians. 

Cairo hosted last year’s 
Mena conference but turned it 


into a pan-Arab economic 
gathering in spite of Israel’s 
presence. 

In refusing to attend. Mr 
Mubarak risks reprisals from 
the US Congress. Some mem- 
bers hinted that a boycott 
would prompt a review of the 
annnai $2J2bn in US aid Egypt 
has received since becoming 
the first Arab state to make 
peace with Israel in 1979. 

The amrnal Mena gatherings 

were originally at summit 
level, starting amid much fan- 
fare in Casablanca in 1994. 
They were intended to: under- 
pin the Israeli-Palestinian and 
wider Middle East peace pro- 
cess; create closer economic 
ties between Israeli and Arab 
business; and attract foreign 
Investment into the region. 

Morocco and the United 
Arab Emirates were not expec- 
ted to attend the Doha meet- 
ing. Lebanon and Syria, which 
have not attended previously, 
will also boycott it 


Germany acts Probe into accounting mergers 


Continued from Page l 


Continued from Page 1 


1998 against faster nominal 
growth of 4.4 per cent. Six 
months ago, the commission 
forecast revenues of 
DM813. lbn this year and 
DM843.5bn next year. 

The projected revenue loss 
will hit the federal states or 
Lander harder than the gov- 
ernment in Bonn. While the 
commission projected federal 
shortfalls of DM6.7bn this year 
and DM9.5bn in 1998, Lander 
losses were put at DM9.1bn 
and DM10.3bn respectively. 


of non-audit fees, which is 
having a real impact. We 
would be happy to put our 
case to them if asked.” 

Critics of the Big Six firms 
have argued for many years 
that their increasing reliance 
on fast-growing fee income 
from consulting services for 
clients calls into question 
their ability to appear inde- 
pendent when carrying out 
statutory audits. 

It is also understood that 
stock market regulators are 


concerned they will lack 
choice what they need to use 
big firms to police standards - 
particularly internal controls 
- and when they need their 
expertise in corporate rescues 
or failures. “These issues are 
very important following the 
collapse of Barings and 
BCGL” said one regulator. 

Iosco Is a club, without any 
regulatory powers, but is 
increasingly influential. Its 
standards are widely imposed 
by individual regulators. It 
may make a submission to 
competition authorities. 


Action to appoint women to 
public-sector jobs where they 
are under-represented was 
backed yesterday by the Euro- 
pean Court of Justice - pro- 
vided the action does not 
involve rigid quotas. 

The surprise ruling ended 
the uncertainty created by the 
1995 “Kalanke" case. Hie Euro- 
pean Court ruling in this case 
seemed to challenge the right 
of public authorities to achieve 
a balance of the sexes by auto- 
matically promoting women 
over equally qualified umn 

Yesterday’s Judgment was 
hailed by the European Com- 
mission as “putting positive 
action in the European Union 
back on the rails”. 

The court has recognised 
| that certain deep-rooted preju- 
dices and stereotypes as to the 
role and capacities of women 
in working life still exist,” said 
! Padraig Flynn, EU social 
affairs commissioner. “It 
concluded that priority given 
to equally qualified women, 
which is «ta«igwpd to restore 
the balance, is not contrary to 
[EUJ law.” 

The case was brought by 
Hellmut MarschaH, a teacher, 
against the German re gion of 
North Rhine-Westphalia. 

Mr Marschall complained 
that, simply because men out- 
numbered women in his career 
bracket, a woman had been 
appointed to a job for which he 
was equally qualified. 

An opinion in May from one 
of the court's nine advocates- 
general (advisers to judges) 
said the North Rhine-West- 
phalia law should be over- 
turned. 

The advocate-general’s opin- 
ion concurred with the pre- 
cedent-setting “Kalanke” case 
□f 1995. In this case, it was 
ruled that a quota system for 
women introduced by another 
German region, Bremen, broke 
EU law. But the Luxembourg- 
based court yesterday took the 
iinumwi step of i gnoring die 
advice and backing North 
Rhine-Westphalia. 

It said the law was accept- 
able because it did not involve 
fixed quotas, and allowed men 
still to be appointed to jobs 
ahead of women if they could 
prove they were particularly 
suited, or had special needs, 
such as a disability. 

Brussels officials said the 
ruling gave the go-ahead to 
affirmative action, provided 
that men would be fairly 
treated and not automatically 
excluded frees jobs. 

The ElTs Amsterdam treaty, 
signed last month, allows EU 
states to adopt “measures pro- 
viding for specific advantages 
in order to make it easier 
for the u nd e r -represented sex 
to pursue a vocational activ- 
ity". 


Europe today 


The eastern Mediterranean and 
south-east Europe will remain quite 
warm thanks to a southerly airflow, tt 
wfll be mainly dry with some 
sunshine, although the Balkans are 
likely to see some showers. The 
Czech Republic, Slovakia, Poland, 
the Ukraine, Belarus, and the Baltic 
will be relatively mild but largely 
cloudy with local drizzle. Western 
Russia will have rain and the far 
north-east of Europe wfll be cold 
and wintry. Meanwhile, central and 
western Europe and the central and 
western Mediterranean wilt stay 
unsettled and showery, although the 
Iberian Peninsula will be drier than 
recently. 


Five-day forecast 

Low pressure affecting central and 
western Europe will move siowty 
east, allowing an anticyclone to bufld 
across France and Germany. As a 
consequence, by Friday much of 
central and western Europe wfll be 
drier and more settled with overnight 
fog and frost 
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THE LEX COLUMN 


Top Marks 


Two main factors are driving the 
currency markets Japan’s fragility 
and disruption in emerging mar- 
kets. Unsurprisingly, the loser is 
the yen, where the two trends con- 
verge. Even before the emerging 
markets touchpaper caught fire, the 
yen. was weak - the function of low 
interest rates as the Rank of Japan 
sought to stimulate a flagging econ- 
omy. Since then it has suffered fur- 
ther hammer blows: leading export 
markets in Aria have gone into a 
taflspln. white the domestic outlook 
has deteriorated. With no fiscal wiz- 
ardry likely, monetary policy, 
including a weak yen. will have to 
i hi iialu aocLmiijii Delating. 

The winner has been the D-Mark, 
which gnfnpri against 

both tire yen and dollar. The US’s 
dose ties to Latin America make ft 
more vulnerable to emerging mar- 
ket fallout than Europe. Monetary 
policy perceptions have also sup- 
ported tins trend: Germany's pre- 
emptive decision to raise interest 
I rates in September boosted the 
| credibility of European monetary 
policy, ffi the US, by contrast, the 
concern is that fear of upsetting 
wMTfcats is preventing the Federal 
Reserve from raising interest rates 
as it should. 

These trends are logical enough. 
But while continued yen weakness 
looks likely, the dollar/D-Mark rate 
Is less convincing. Recent data 
show the US recovery remains 
robust while Europe's is still splut- 
tering. Add in uncertainty over the 
euro's anti-infiation m wAw H uIs and 
the risk to the D-Mark is that 
Europe’s interest rates may rise 
more slowly than ex pe c ted. 


FTSE Eurotop 300 index 
899.6 (+1.4} 


man or chief executive will resign. 


Yen pars 
130 r— 3 


DMarfepwS 
—190 
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leading to uncertainty about who is 
going to run the group. 

Some are WHins the as a test 
case for Italian governance, to a 
sense, it is. The country lacks a 
tradition of strong boards, to most 
private companies, the aaMBWMat 
takes orders directly from cliques of 
minority shareholders, with a 
newly privatised group, there can 
be the opposite problem; the man- 
agement acting as a law unto Itself. 
Still, making the management 
accountable to its board would j 
solve only part of Italy’s corporate , 

governance puzzle. An even bigger 
issue is ensuring that boards pur- 
sue the Interests of all shareholders. 
With luck, the Treasury’s review ! 
wiU tackle that. 


medicine ahead of an election next 
October demonstrates its commit- 
ment to rtqferMfing the currency ~ 
the centrepiece of its economic pol- 
icy. Whether this turns out to be 
]a«s painful than a quick devalua- 
tion remains to be seen. But if the 
package is Implemented swiftly. 
Brazil should be able to bring down 
interest rates, currently above 40 
per cent, and boost economic 
growth again in 1999. It might even 
be able to use this crisis to push 
through structural reforms, such as 
civil service reform. 

Of course, its ability to introduce 
mon e tary easing depends on devel- 
opments in other markets, out of its 
control. And if the real Is. in fact, 
significantly overvalued, Brazil may 
have to wear its fiscal straitjacket 
for inngw than planned. 


Brazil 


Bigger, tougher, braver than 
expected - Brazil’s R$20bn Ct»hn) 
austerity package is a laudable 
attemp t to restore mnfidenrft in an 
economy whose twin budget and 
trade deficits have invited compari- 
sons with Asia's walking wounded. 
The neat mix of tax Increases and 
spending reductions amounts to a 


Telecom Italia 

How embarrassing! Barely a fort- 
night after Telecom Italia's mam- 
moth privatisation, its chairman 
and chtpf executive are squabbling 
over bow the company should be 
run. Corporate governance Is not an 
Irrelevance - least of all In Italy 
whose record is so pom-. But surely 
tiie Italian treasury, which is can- 
ducting a governance review, could 


budget cut of nearly 3 per cent of have pot in place a proper system 


gross domestic product. That 
should reduce the budget deficit to 
a reasonable &5 per emit of GDP in 
1996. The corollary, of course, win 
be a sharp slowdown in economic 
growth, from nearly 4 per emit in 
1997 to 1 per cent or less next year, 
tiring unemployment and falling 
consumer spending - a recession In 
all but TMTIML 

The Cardoso government’s will- 
ingness to High out guefa unpopular 


of accountability before selling its 
shares. Italy’s army of small share- 
holders, who are already sitting on 
paper losses, can hardly be blamed 
if they feel confused. 

Whether investors will suffer 
from the dispute is another matter. 
If the end result is to make the 
chief executive adequately account- 
able to board on Anglo-Saxon 
lines, shareholders could even gain. 
But there Is a risk that either chair- 


Krupp-Thyssen 
Investors must watch the horse- 
trading over who runs Krupp- 
Thysseo - Krupp’s Gerhard 
Cromme or Thyssen’s Dieter VogeL 
To get their man at the wheel one 
eompanv might concede a greater 
share of the new entity to the other. 
This would be disgraceful. Future 
e a rnin g s not corporate pride should 
determine the ownership split 
On the simple basis of relative 
market capitalisations. Thyssen 
would own 61 per cent of the new 
company. With Thyssen's advisers 
Plating a share ratio that Implies a 
67:33 Split, the group is exploiting 
its strong negotiating position, it 
has a more compelling stand-alone 
strategy than Krupp and the bal- 
ance sheet strength to Implement it 
More Giddings &. Lewis-type acqui- 
sitions could bolster its non-steel 
divisions. And its earnings are not 
as exposed as Krupp 's to the struc- 
turally oversupplied European steel 
market. In short, Krupp. with fewer 
options and already highly geared, 
needs the merger more. 

It would be a bleak day for corpo- 
rate Germany if the deal collapsed , 
because of managerial egoism. If 
these self-styled apostles of share- 
holder value are serious in saying 
that they can envisage savings of ! 
only DM450m ($263m) from combin- I 
ing the two hulking conglomerates, 
maybe neither Mr Cromme nor Mr 
Vogel should be in charge and head- j 
hunters should be appointed. Share- i 
holders must hope they have not 
cut so many deals with trade 
unions and politicians that the full | 
value of the deal cannot be realised. 


Additional Lex on Allied Dornecq. 
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General Accident 


Continued strong performance 


9 Months 
to 303.97 
Estimated 

£•** 


9 Months 
ID 30,9.96 
Estimated 
Jj* 


General Premiums 


Underwriting Result 


3,258 

1,536 

(111) 


life Profits 


Operating Profit before Taxation ' - 384 

Profit Attributable to Ordinary Shareholders 543 
Operating Earnings per OnSnery Share 58 l3b 


Record nine-months operating pre-tax profit of £384m 
(1996; £311 m). 


Third quarter operating profit also at record level of £124m 
(1996: £118m); 


Worldwide underwriting deficit reduced by 30% to £lllm. 
UK underwriting profitability of £5m for the nine months. 


Excellent third quarter result in Canada, 


Profit contribution from life operations up by 26% to £97m. 


General Accident pic 


General Accident pie, Wforid Headquarter PiiheavKs, Pfcrtft, Scotland PHi ONH 
A ropy of the results b available on Internet; http;/ Zwww.ga.co.uk 
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Time ‘is right’ for 
a Nordic union 

Analysts expressed reservations at to 
merge Nordbanken, Sweden's third largest 
bank, and Merita, Finland's dominant lender. 
But Hans Dalborg, Nordbanken’s chief execu- 
tive, says the time is right for a deal that will 
create the Nordic region's biggest ha*iir in 
equity terms. Page is 

New MCI bid gets cautious reaction 

if WorldCom’s $51 a share bid for MCI Commu- 
nications is so certain, why has MCTs stock 
stubbornly remained nearly $10 lower? In part it 
is because of the time the $S7bn deal will take to 
win regulatory approval But either MCI or 
WorldCom investors might reject the deal if the 
latter's stock price falls too far. Page 18 

Apple declares war on De 0. 

Steve Jobs, left, co- 
founder of Apple Com- 
puter, was In melodra- 
matic mood when he 
outlined plans to turn 
around the struggling 
company. Mr Jobe 
declared “war" on. DeU 
Computer, one of 
Apple's most successful 
competitors, because 
Michael Dell, Dell chief 
executive, had said 
Apple should be dissolved. But Mr Jobs* theatri- 
cals belie his company's uncertain future and 
the market was unimpressed. Page 14 

Amoco operations under threat in Egypt 

Egypt's leading foreign oil company, Amoco, 
may bave to wind up its operations in the court 
try within four years because extraction will be 
unprofitable. Page 24 
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ING makes $5.5bn bid for BBL 


By George Graham In London 
and Ned Buckley In Brussels 

ING, the Dutch banking and 
insurance group, last night 
launched a $5.5bn offer, for 
Banque Bruxelles Lambert, 
Belgium’s third largest bank, 
in the biggest cross-border bid 
seen in the European banking 
sector. 

The offer, involving a com- 
bination of ING shares and 
warrants, brought an end to 
weeks of speculation over the 
future of BBL. 

BBL’s board will consider 
the bid today, but no decision 
by the bank's big shareholders 
1 will be taken until Monday 
when the board will meet 

a gain. 

ING controls 20 per cent of 
BBL. To succeed in its bid, it 
must win support from the 
consortium of Belgian share- 
holders headed by Albert 
FrSre, the former steel tycoon. 

BBL has had a complex and 
unstable shareholder structure 


since 1992 when Baron FrSre 
led a shareholder revolt that 
defeated ING's first takeover 
bid, valued at BFr3,600 per 
share. Today, the shares are 

worth BFrS.OOO. 

Two Frfcre companies - 
Groupe Bruxelles Lambert and 
Royale Beige - hold more than 
24.7 per cent of BBL; A joint 
control agreement made In 
1995 with Credit Communal. 

the BsTgian m nrrirripfl Fly -own pri 

bank now allied with France's 
Credit Local to form the Dexia 
group, took the Frdre bloc 
effectively to 37 per cent 

The consortium has come 
under attack from Karel Van 
Miert, EU competition commis- 
sioner. 

The same partners are also 
linked with ING and Winter- 
thur, the Swiss insurer, in a 
nine-year-old shareholder syn- 
dicate obliging any member 
disposing of its stake to sell a 
certain portion to other syndi- 
cate members. 

ING is expected to offer 


BBL’s Tnanaypmpn t a consider- 
able degree of autonomy as 
well as the prospect of taking 
the lead in the combined 
group's expansion into Prance- 

Baron Frfere, Dexia and Win- 
terthur are both thought to be 
w illing to selL 

But a successful ING take- 
over of BBL would be a blow 
to the Belgian government, 
pressed hard far the creation 
of a Grande Banque Beige big 
enough to compete in a single- 
currency Europe - and to Gfeo- 
6rale de Banque, Belgium's 
biggest bank and favoured can- 
didate for a merger with BBL. 
But talks were blocked by 
ING's refusal to see its 20 per 
rent stake in BRL diluted. 

A deal with ING would cre- 
ate a powerful Benelux finan- 
cial services business with the 
potential to expand south into 
France. 

BBL is advised by J-P.Mor- 



FrSre, the farmer steel tycoon, certain portion to other syndi- gan. 

BBL has had a complex and cate members. j*;'V 

unstable shar eholder structure ING is expected to offer Survey on Belgium, Section m »j r - ; __ 

Brussels set to agree P&O and Stena merger 

By Charles Batchelor In London regime on the companies’ merged four to five weeks ago. The MMC report while it would be fairly easy for Brui 
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The European Commission is poised to 
allow the two leading ferry companies 
that compete with the Channel tunnel 
to merge their operations - with a 
review after three years. 

Brussels will clear the merger 
between Peninsular & Oriental Steam 
Navigation and Stena Line after more 
than a year’s delay. But the Commis- 
sion has decided to review conditions 
in the cross-Channel ferry market after 
the planned abolition of duty-free sales 
on June 90 1999. 

The Monopolies and Mergers Com- 
mission, the UK competition regulator, 
is expected to Impose a price-capping 


regime on the companies’ merged 
operations to avoid steep price 
increases. The ferry companies will 
probably raise prices to compensate far 
the loss of duty-free revalues. 

The two ferry groups first announced 
plans for a merger in October 1996 with 
the aim of countering competition from 
the Channel tunnel, which opened in 
May 1994. 

They had initially hoped that the 
merger would be cleared before tbe 
1997 summer season but there have 
been repeated delays. 

P&O said yesterday; “We have been 
in discussions with the European Com- 
mission in the normal way anri they 
finished their inquiries with us some 


four to five weeks ago. The MMC report 
was sent to tbe government before the 
election in May.” 

Tbe ferry companies have known for 
several months that conditions would 
be attached to the merger of their 
operations In the eastern Channel into 
a single fleet of 14 ships. 

They are also expected to keep the 
joint venture separate from their other 
activities, in particular ferry services 
between the UK and Ireland and the 
UK and the Netherlands. 

Conditional approval for a deal with 
a three-year review of how markets 
have developed was a standard 
approach by the European Commis- 
sion, industry executives said. But 


while it would be fairly easy for Brus- 
sels to remove any conditions it 
applied, it would be harder to impose 
further conditions after that time. 

Eurotunnel will today reveal its 
third-quarter revenue and passenger 
numbers, which are expected to show a 
continuing recovery after last Novem- 
ber’s tunnel fire. 

If the abolition of duty free is con- 
firmed, it will hit the ferry companies 
harder than their rival because they 
are more dependent than Eurotunnel 
on duty-free sales. 

However, the European Court yester- 
day rejected an attempt by Eurotunnel 
to bring forward the date for 
abolition. 


Eastman Kodak to cut workforce by 10,000 

Competition from rival Fuji prompts plan to reduce costs by $1 bn a year 


By Fttchard Waters 
in New York 

Eastman Kodak yesterday 
announced plans to cut 10,000 
jobs, or roughly one in 10 of its 
workforce, in an attempt to 
buttress its business against 
successful inroads made 
recently by its Japanese rival, 
Fuji. 

The US photographic prod- 
ucts company also unveiled a 
partial retreat from digital 
photography, an area which 
one day could take over from 
the traditional silver halide 
film business on which it was 
founded. Digital photography 
is expected to cost Kodak 


2400m in development spend- 
ing and losses this year. 

Kodak’s actions are part of a 
plan to slash $lbn from its 
annual costs by the end of the 
decade, and mark the latest in 
a round of job cuts that has 
continued in corporate Amer- 
ica in spite of the generally 
high level of profitability 
among US companies. 

Citicorp, the banking g ro up , 
said last month that it would 
reduce Its workforce by 9,000, 
while Levi Strauss, the cloth- 
ing group, announced plans to 
cut 10,000 jobs. 

Yesterday's news had been 
foreshadowed by a sharp dete- 
rioration in Kodak's share of 


US film sales this year, and an 
earlier warning that it would 
take action to halt the slide. 
The first hint of the extent of 
this came last month with the 
news that 200 middle and 
senior managers would lose 
their jobs, or one in five of the 
top management ranks. The 
cuts will come worldwide and 
will affect all parts of the com- 
pany’s business. 

Despite yesterday's moves. 
Wall Street continued to 
express doubts about Kodak's 
ability to reverse the situation. 
The company’s shares had 
fallen $4j}, or 7 per cent, to 
$61 A by early afternoon in 
New York. 


Mr George Fisher, the chair- 
man who until recent months 
had been credited with breath- 
ing new life into the struggling 
company, said Kodak would 
not change its focus on photog- 
raphy - the business to which 
he returned it earlier in the 
1990s by shedding some of its 
other activities, such as 
healthcare. 

But he said that the market 
for digital photography - 
which is based on capturing 
images on a microchip rather 
than on traditional film — had 
been slower to develop than 
the company had expected, 
and that Kodak would cut 
back in some areas, such as in 


the development of digital 
cameras and scanners. 

At the same time. Kodak 
said it would step up its fight 
against Fuji. This would 
involve more advertising to 
promote the company’s famous 
yellow film box, though execu- 
tives continued to say that 
they would not be drawn into 
across-the-board price cuts to 
match steps taken by the Japa- 
nese company. 

Kodak said the workforce 
reductions announced yester- 
day would prompt a pre-tax 
charge of at least $lbn. or 
$2 a share, against profits 
in the final quarter of this 
year. 
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Warning 
by BMW 
on bid for 
Vickers 


By John Griffiths and 
Roger Taylor in London 

BMW, the German carmaker, 
last night warned it would ter- 
minate its contract to supply 
engines for a new range of 
Rolls-Royce cars il Mayflower, 
the UK engineering company, 
mounted a successful bid for 
Vickers, which owns the UK 
motor manufacturer. 

Mayflower said last night 
that it was continuing to eval- 
uate its options. It had been 
looking to underwrite a rights 
issue to fund a bid but the 
BMW announcement is likely 
to prove a fatal blow to such 
plans. 

Also the company has mario 
clear it would not proceed in 
the face of opposition from 
BMW. 

BMW reconfirmed its own 
interest in buying Rolls-Royce, 
and again rejected speculation 
tbat it might tacitly support a 
takeover by Mayflower. Bemd 
Pfschetsrieder, BMW’s chair- 
man. is privately said to be 
furious at the Mayflower inter- 
vention and the Munich-based 
company stated categorically 
that "we are not involved in 
any Mayflower bid for Vick- 
ers”. 

Mayflower, the fast-growing 
engineering group, which is 
little more than half Vickers' 
size, had been widely expected 
to mount a hostile takeover 
before the end of the week. 

BMW. through its Rover sub- 
sidiary. is one of Mayflower’s 
largest customers. Mayflower 
supplies body panels for Land 
Rover models and complete 
bodies for Rover’s highly suc- 
cessful MGF sports car range. 

Mayflower also has the con- 
tract to develop and supply 
much of the bodywork for the 
new Rolls-Royce range, giving 
it a a major stake in the future 
of Rolls-Royce. . 

Mayflower was aware that a 
bid would be unpopular with 
BMW but until last night had 
appeared prepared to gamble 
that BMW would not termi- 
nate its engines contract 

Mayflower had proposed to 
buy the whole of Vickers, sell 
the defence arm and keep the 
three other divisions - 
Rolls-Royce, Cos worth engines 
and propulsion technology. 
Before yesterday's announce- 
ment some of its biggest share- 
holders had supported its 
plans. 

Other potential bidders for 
Rolls-Royce are understood to 
include Daimler-Benz and 
Ford. 


Barry Riley 

Turning the fables on the 
Goldilocks scenario 


SUCCESS IN 


Until recently 
stock market 
historians have 
drawn heavily 
on the rela- 
tively benign 
precedent of 
the 1960s to 
gain insight 
into the “Goldilocks" scenario 
of steady economic growth, 
low inflation and interest rates 
and high equity valuations. 

The 1960s, after all, spawned 
the phenomenon of the “nifty 
fifty” superstocks that domi- 
nated Wall Street, just as a 
broader grouping of global 
“nifties" have come to promi- 
nence in the past year or two. 

The Far Eastern meltdown, 
however, has stimulated 
perusal of less comforting pre- 
cedents. Strategists have been 
thumbing, for instance, 
through 1930s textbooks to 
find combinations of deflation, 
excess capacity and beggar- 
my-neigbbour currency deval- 
uations of the kind sweeping 
Asia. Tbe afflicted economies 
are hoping to export their way 
out of trouble by selling to the 
US, but tiie American willing- 
ness to accept a $300bn trade 
gap may be absent There is no 
Smoots-Hawley protectionist 
disaster on tbe horizon, but 
Congress has refused to cede 
“fast-track" trade negotiating 
powers to tbe president. 

Some say that, instead of 
such a depression, we face a 
protracted 1974-style monetary 
squeeze when stock markets 
were pushed relentlessly down 
in the context of contraction of 
the real money supply, gener- 
ating a credit crunch. When 
debt has to be repaid, borrow- 
ers are forced to liquidate 
assets wherever they can - 


often on the stock market, 
which usually remains open 
when real estate markets, for 
instance, are paralysed. 

We see parallels in some 
Asian economies. The re- 
appearance of queues of pan- 
icky bank depositors in Hong 
Kong and Indonesia is a 
reminder of the bad old days 
before central bank governors 
became so wise and powerful 
This panic is not a widespread 
problem, but worldwide liquid- 
ity growth has slowed sharply 
this year and credit spreads 
have widened sharply- Should 
we, though, look back further? 

The past does 
not tell us 
anything reliable 
about the stock 
market’s 
prospects for the 
end of the 1990s 

The previous great period of 
globalisation towards the end 
of the 19th century led to a 
falling prices, known as the 
Great Slump - although, in 
real terms, the global economy 
was expanding. 

Certainly telecoms imperial- 
ists are battling for t erri tory, 
with echoes of last century’s 
railroad kings. That is the 
glamorous part (even if the 
railroads gWnm made much 
money). But established manu- 
facturing industries face a cri- 
sis of falling prices. This week, 
for instance, we have seen the 
agony of Eastman Kodak, 
which is going through a fur- 
ther round of cutbacks to 


remain competitive with Fuji 
and other rivals. Yesterday 
Kodak announced a $ibn 
restructuring charge and 
10,000 job losses. 

We should, perhaps, be just 
as cautious about investing in 
western companies in manu- 
facturing sectors as Victorians 
ought to have been about put- 
ting money into agricultural 
enterprises, being buried by 
cheap food from North Amer- 
ica and elsewhere. In New 
York, at any rate, there is 
some apprehension about cor- 
porate earnings prospects, 
although the third quarter 
reporting season has just 
wrapped up. showing underly- 
ing year-on -year earnings per 
share growth of 12 per cent 

Goldilocks evidently sur- 
vives, but is the porridge in 
the corporate sector getting 
too cold? The consensus top- 
down expectation of a 7.5 per 
cent ear nings gain in 1998 
accepts likely deceleration, 

although the bottom-up fore- 
casts are often much higher 
(up some 16 per cent as calcu- 
lated by analysts at J.P. Mor- 
gan, far instance). But bears 
such as Martin Barnes, editor 
of the Bank Credit Analyst, 
think zero growth a more prob- 
able outcome. 

As usual, tbe past does not 
tell us anything reliable about 
the stock market's prospects 
for the end of the 1990s. Defla- 
tion in raw materials and 
traded goods is of only limited 
relevance in today's advanced 
economies dominated by ser- 
vices, and. therefore, by labour 
costs. If only the late 1990s 
would turn out like the mid- 
1990s. Unfortunately history 
does not repeat itself - except 
they say, as tragedy or farce. 
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COMPANIES AND FINANCE: THE AMERICAS 


GM faces $3bn restructuring charge 


By Richard Waters 
In New York 

General Motors said it 
expected to take a restruct- 
uring charge of $2bn-$3bn 
after tax, in the latest move 
by the giant US car maker to 
turn round its lumbering 
North American and Euro- 
pean operations. 

The charge, to be taken 
this year or early in 1998. 
reflects a redoubling of 
efforts by Jack S mith , chair- 
man, to bring costs into line 
with competitors, a task 
which has been made harder 
by a recent loss of market 
share in both the US and 
Europe. 

The disclosure of the 
charge came in a regulatory 
filing in the US. made in 
connection with the sale of 


its Hughes aerospace busi- 
ness. 

That is expected to pro- 
duce profits of more than 
$lbn to offset the restructur- 
ing charge. 

A GM spokeswoman said 
the charge to profits sprang 
from a review of "areas that 
are uncompetitive or not as 
efficient as they could be." 
and reflected both "capacity 
and efficiency issues in 
Europe and North America". 

This exercise has already 
led to a number of actions 
that are covered by the 
charge. 

They Include the loss of 
1,900 jobs from a plant in 
Antwerp. Belgium, and the 
disposal of three businesses 
by Delphi, CM'S parts busi- 
ness. 

“We’re still going through 


this process, and identifying 
actions that will come out," 

the spokeswoman said. 

The charge, equivalent to 
$2 .85- $4 -25 a share, will be 
taken when the review is 
completed, either later this 
year or early in 1998, GM 
said. 

The company's shares fell 
$1“ to $83% yesterday morn- 
ing in New York, in part 
because of a caution Issued 
in a meeting with analysts 
by Mike Losh. the company’s 
chief financial officer. 

Mr L06h said the Intense 
competition m the US smalt 
car market meant that 
Incentives in the final three 
months of this year may be 
highar Oi»n they were in the 
previous quarter - a change 
from GM^s earlier guidance, 
which suggested that they 


might fall. Also, a slowdown 
in Brazil may hurt 
operations there, he said. 

GM has been suffering, 
like all other big car makers, 
from the severe over-capac- 
ity and fierce competition in 
the west European industry. 

In sales It remains second 
to the Volkswagen group, 
but its market share has 
been slipping for much of 
the year. It reported a $21m 
loss on its European 
operations for the third 
quarter. 

While Antwerp is the only 
clearly identified target for 
cuts so far, unions at Its 
principal European subsid- 
iary, Adam Opel, fear that 
GM is planning to cut a fur- 
ther 10,000-12,000 jobs across 
the region within the next 
few years. 



Jack Smith: redoubled efforts to bring GM7s costs in line 


Apple chief has Dell in his sights 

Plans to revive the group include an assault on one of its most successful rivals 


S teve Jobs, co-founder of 
Apple Computer, was 
in melodramatic mood 
when he addressed a gather- 
ing of 2,000 Apple employees, 
Apple users and journalists 
on Monday to outline plans 
for a tumround at the strug- 
gling company. 

Speaking from the stage 
where he launched the origi- 
nal Apple Macintosh PC 13 
years ago, Mr Jobs, who 
returned after a long 
absence to take over the 
leadership of Apple four 
months ago, declared "war" 
on Dell Computer, one of 
Apple's most successful com- 
petitors. 

"We are coming after yoa, 
buddy,” Mr Jobs declared as 
he displayed a huge image of 
Michael Dell, Dell founder 
and chief executive, with a 
target superimposed on his 
face. 

Mr Dell became the target 
of Apple's ire, Mr Jobs said, 
because he had refused to 
retract a statement that 
Apple should be dissolved. 
Td shut it down and give 
the money back to the share- 
holders." Mr Dell said last 

month. 

Mr Jobs' theatrics belie his 
company's uncertain future. 
Apple has seen its share of 
the personal computer mar- 
ket drop to less than 4 per 
cent; its revenues have 
declined sharply over the 
past year; and hopes of prof- 
itability in the current quar- 
ter have been abandoned. 

Moreover, Apple's 
"counter culture” Image has 
been tarnished by a recent 
pact with Microsoft - its 
long-time nemesis - in 
which Microsoft took a small 
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equity stake in Apple and 
the companies settled a 
patent dispute. The move 
was unpopular with many 
Apple supporters, who booed 
and hissed when Mr Jobs 
announced the agreement 

In what appears to be an 
attempt to provide a new ral- 
lying cry for Apple support- 
ers, Mr Jobs is playing up 
the apparent row with Den - 
no matter that many other 
executives in the PC indus- 
try have voiced similarly 
pessimistic comments about 
Apple; or that Dell is just 
one of half-a-dozen PC manu- 
facturers that are winning 
over Apple customers. 

However, there is a busi- 


ness rationale behind the 
anti-Detl campaign. On Man- 
day, Apple opened its first 
"internet store”, a web site 
through which customers 
can order "bunt-to-order” 
Macintosh computers, soft- 
ware and related products. 

I n this regard Apple is 
emulating Dell’s highly 
successful “direct” sales 
model. Dell has amassed 
nearly $lbn in sales via the 
internet this year, about 10 
per cent of its total sales. 

Hie Apple web site, while 
featuring more attractive 
graphics than Dell’s internet 
store, offers essentially the 
same functions as those 


offered by DeO. 

While praising Apple's 
move into internet sales, 
analysts warned the com- 
pany risked antagonising its 
established retail dealers. In 
particular, dealers specialis- 
ing in Apple products, such 
as ComputerWare in the US, 
may be threatened by the 
web site sales, said Tim 
Bajarin, president of Cre- 
ative Strategies, a market 
research group. 

Apple’s shift in sales strat- 
egy comes as the company is 
struggling to differentiate its 
products from PCs based cm 
Intel microprocessors and 
running the Microsoft Win- 
dows operating system. 


The company recently 
launched a huge advertising 
campaign with the theme 
“Think Different”, aiming to 
play up its appeal to custom- 
ers who want to buck the 
industry trend. 

Yet as Mr Jobs presented 
new desktop and portable 
models of the Macintosh this 
week, it was the similarities, 
rather than any differences, 
to competing products that 
stood oat 

The Apple machines, 
based on a new, faster ver- 
sion of the PowerPC chip co- 
developed by Apple, Interna- 
tional Business Machines 
and Motorola, ran identical 
software fester than modds 
from C ompaq Computer in 
Mr Jobs’ demonstrations. 

Apple’s shares dropped 
$2&, or 13 per cent, following 
Mr Jobs presentation on 
Monday and were down a 
farther $K yesterday morn- 
ing. at $18%. Financial ana- 
lysts were disappointed that 
Mr Jobs did not mention 
plans for a Macintosh "net- 
work computer” - a low-cost 
Internet terminal that Apple 
is believed to have under 
development. 

Nor did Mr Jobs clarify his 
future role at Apple. In spite 
of taking over thR leadership 
of the company, be has 
hinted he may not stay as 
chief executive beyond the 
end of the year. 

But rumours to the con- 
trary have slowed efforts by 
Apple to find a new chief 
executive to replace Gil 
Ameho, who resigned, under 
pressure from Apple’s board, 
four months ago. 

Louise Kehoe 


Higher margins help lift Wal-Mart 


By NUdd Tait in Chicago 

Improved margins and a 
tumround in its interna- 
tional operations allowed 
Wal-Mart Stores, the largest 
US retailer, to report a 158 
per cent increase In after-tax 
profits, at $792m, in the 
three months to the end of 
October, up from $684m in 
the same period a year 
earlier. 

The result brings profits 
for the first nine months to 
$&24bn. 14 per cent higher 
than the $L96bn at the same 
stage in 1996. 

The third-quarter result 
translated into earnings per 
share of 35 cents, slightly 
higher than most analysts 


had been expecting. The 
average estimate, according 
to the First Call research 
agency, was pitched at about 
34 cents. Wal-Mart shares 
gained to $37£ in early 
trading. 

During the quarter, the 
Arkansas-based retailer 
reported total sales of 
$2&8bn, up more than 12 per 
cent The core domestic Wal- 
Mart division saw operating 
profits rise 18 per cent to 
$L.45bn, compared with a 12 
per cent sales gain. The 
Sam's warehouse club divi- 
sion enjoyed improved gross 
margins, with profits up 11 
per cent at $230m, compared 
with sales up 3 per cent 

On the International side - 


which now takes in stares in 
China, Indonesia, South 
America, Mexico, Canada 
and Puerto Rico - there was 
a small operating profit of 
pam in the thir d quarter, on 
sales of $1.7J9m. This com- 
pared with a $l5m operating 
loss a year ago. The interna- 
tional division made an oper- 
ating profit of $85m in the 
first nine months of 1997-98, 
compared with a $4im loss a 
year ago. 

In an upbeat statement. 
David Glass, chief executive, 
said operating income across 
all divisions had grown fas- 
ter than sales, and that 
domestic Inventory bad 
fallen in dollar terms, 
despite the increase in sales. 


Wal-Mart, he added, expec- 
ted “continued double-digit 
growth” in sales and earn- 
ings as it went into the criti- 
cal holiday shopping season. 

By contrast, third-quarter 
results at J.C. Penney, the 
Texas-based department 
stores and catalogue retailer, 
were pegged back by 
restructuring charges, 
prompting the company to 
post after-tax profits of 
$U3m, down from $236m a 
year ago. 

This caused after-tax prof- 
its for the first nine months 
of the year to dip to $342m, 
from $47im previously. 

The company said that at 
the operating level profits 
improved from $50 3m to 


$540m. although this was 
largely because of the perfor- 
mance of its Eckerd drugs- 
tores and the insurance 
operations. 

The J. C. Penney stores, 
coupled with the catalogue 
operations, managed a 0.8 
per cent sales decline, while 
third-quarter operating prof- 
its eased back from $43lm to 
$420m. 

However, the company 
sounded a more encouraging 
note over the coming quar- 
ter saying that the outlook 
was “positive for each of our 
businesses”. Third-quarter 
earnings per share of 85 
cents were slightly below 
analysts' expectations of 
about 86 cents. 


Reform urged for US ‘closed-end’ funds 


By John Authors 
to New York 

Changes to the laws 
governing US “closed-end” 
investment funds are needed 
to protect liquidity In emerg- 
ing stock markets, a leading 
fund manager claimed 
yesterday. 

Mark Mobius, of Temple- 
ton Investment Manage- 
ment, the largest US fund 
manager to specialise in 
emerging markets, said 


closed-end funds should be 
given broader powers to 
manage their share price, in 
line with the freedoms 
enjoyed by investment 
trusts, their UK counter- 
parts. These freedoms 
should include the possibil- 
ity for funds to buy back 
their own stock, he added. 

In the US, closed-end 
funds have approximately 
$200bn in assets under man- 
agement, according to Lip- 
per Analytical, the New 


York-based research firm. 
They differ from the more 
widely held mutual funds in 
that they are traded indepen- 
dently on the market, like 
normal shares. 

This means they can often 
trade at a discount to the 
underlying net asset value of 
the investment portfolio. 
However, they have the 
advantage of allowing man- 
agers to invest In illiquid 
emerging markets without 
needing to guard against 


redemptions by investors. 

Mr Mobius, whose com- 
pany offers both mutual and 
closed-end funds, said: 
“Closed-end funds serve a 
very vital function, particu- 
larly at times when you see 
liquidity drying up in these 
markets. This is the time 
when closed-end funds can 
go in and buy very cheaply, 
while the open-ended funds 
are fearful of redemptions 
and have to hold back.” 

Estimates by AMG Data of 


California, which tracks 
mutual fund cash flows, sug- 
gest mutual funds have suf- 
fered significant net redemp- 
tions since the south-east 
Asian currency crisis began 
in Thailand in early August 
Mr Mobius claimed: 'The 
problem is that the investors 
and the authorities are 
beginning to put pressure on 
closed-end funds to open 
those funds when they sell 
at a discount I believe this 
is a very dangerous trend.” 
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Fidelity 
likely to 
decide 
ITT vote 


By WOGam Lewis 

in New York 

The future owner of ITT 
Corporation is likely to be 
settled today at its annual 
meeting in New York City 
with all eyes on Fidelity, the 
Boston-based fond manage- 
ment group which is the 
largest shareholder in the 
hotel and gaming group. 

Despite hints from Barry 
Sternficht, chairman of Star- 
wood Lodging, the property 
group, that Fidelity had cho- 
sen to supp o rt his compa- 
ny's $85 a share - or $UL2bn 
- bid for ITT against a rival 
$80 a share offer tabled by 
Hilton Hotels, Fidelity has 
declined to comment on how 
its fund managers are likely 
to vote tiie 14 per cent of 
ITT they own. 

The second largest ITT 
shareholder is said by the 
company to be Alliance Cap- 
ital Management, the New 
York-based fund manager, 
which holds around 3JJ per 
cent of the shares. Arbitra- 
geurs are thought to hold up 
to 40 per cent of ITT’s 
Shares. 

Both HQtou and Starwood 
said yesterday they were 
optimistic going into the 
meeting, but ITT said: “It Is 
too dose to call". 

On Monday Hilton, which 
launched its attempt to 
acquire ITT in January, 
took steps to reinforce the 
claims of Its president and 
chief executive, Stephen Bol- 
lenbach, that Hilton will 
withdraw its $9.3bn cash 
and stock bid if tt fails to 
win the support of share- 
holders at today's meeting. 

Earlier this month HQion 
raised its original bid for a 
second time, despite earlier 
comments from Mr Bollen- 
bach that the company 
would not increase the value 
of its offer. 

On Monday, Hilton 
announced that its offer 
would terminate automata : 
rally if a majority of ITT’s 
directors were re-elected at 
the meeting rather than Hil- 
ton nominees. 

Nevertheless, investors 
remain sceptical and sug- 
gest that HHton could still 
come back with a new offer 
after the meeting, possibly 
with a partner. 

ITT has agreed to be 
acquired by Starwood, but 
has also said that tt is in 
“auction mode” «nd that it 
expects HHton to once again 
raise its bid. 

At the meeting Rand Aras- 
kog, ITT chairman, Mr Bol- 
lenbach and Mr Sterniicht, 
are all likely to make 
speeches before the share- 
holder poll ZTT is expecting 
up to 750 shareholders to 
attend, more than seven 
times the usual amount at 
the meeting. 

The meeting is expected to 
last for approximately two 
hours. Depending on how 
dose the vote is, ITT says a 
preliminary announcement 
could be made daring the 
afternoon, although it could 
take several days before the 
final result 1$ announced. 
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Wt VEHICLE PARTS 

Federal-Mogul in overhaul 

Federal-Mogul, the Michigan-based automotive parts sup- 
plier which recently made a $2.5bn reeMamended bid for 
tire UK's T&N group, yesterday announced an owrhaul of 
its aftermarket distribution system. The companysala it 
would close about a dozen additional service centre loca- 
tions across the country, as part of its plan to move it* i a 
“hub and spoke” system. The new network wul take in 
six hubs and 29 spokes - including a new . 
facility in LaGrange, Indiana, and an additional hxm to be 
established next year. The company also said that ft had 
closed distribution centres in Singapore and Malaysia, 
and now intends to serve south-east Asia from its sales 
nffirp in Singapore, coupled with shipments from Florida 
anH Belgium. Nikki Tait. Chicago 

M MEDIA 

Microsoft, Softbank revamp 

Microsoft, the US software giant and Softbank, the trou- 
bled Japanese multimedia group, are to combine some of 
their newsgathering operations in order to offer broader 
content without incurring further losses. The deal 
involves MSNBC, the cable television c ha n nel and inter- 
net news site run as a joint venture between Microsoft 
and the NBC network, and Softbank Ziff-Davis, the pub- 
lishing arm of the Japanese group. 

In the first stage, announced yesterday, MSNBC, a rival 
to CNN, will provide general news in return for technol- 
ogy news from Ziff-Davis which it will incorporate in its 
news services. Financial terms were not disclosed. The 
appi allows the two multimedia ventures, which are both 
losing money although they own two of the ten busiest 
news web sites, to broaden coverage without further 
investment MSNBC and Ziff-Davis, although they 
recently ended an agreement for Ziff-Davis to provide a 
technolo gy news show for the MSNBC cable channel, are 
Aten expected to co-operate an video feeds from next year. 

Nicholas Denton. San Francisco 

M TELECOMMUNICATIONS 

Heart surgery for Telmex chief 

Carlos Slim, chairman of the Mexican telecommunica- 
tions company Telmex and Latin America’s wealthiest 
businessman, underwent heart surgery in the US last 
month and is recovering from complications including 
pneumonia, according to a statement released by his 
office. 

Mr Slim, who is 57, also heads Grupo Carso, Mexico's 
largest conglomerate. The US magazine Forbes estimates 
Mr Slim's net worth at $6.6bn, making him the fifth rich- 
est man in the world. 

News of Mr Slim’s illness hit Carso's shares on the Mex- 
ican stock market where they were down 1.33 per cent at 
mid-day. However. Telmex; the stock market's bellwether 
stock, was up 1.59 per cent Traders said a prolonged ill- 
ness would affect Investor confidence in Carso, given Mr 
Slim’s pivotal rale in managing the group and his reputa- 
tion for being Mexico's most successful investor. 

“People pay far Carlos Slim,” one New York analyst said 
yesterday. Carso's market capitalisation, currently about 
$7bn. Is almost $2bn more than the sum of its assets. 

Leslie Crawford. Mexico City 

■ FASHION 

HUfiger to diversify 

Tommy HUfiger, the US fashion designer, has appointed 
the W i l liam Morris Agency, the Hollywood talent agents, 
to advise it on plans to diversify into the music, film and 
television markets. During the 1990s, Hilfiger has become 
one of the world’s fastest-growing fashion labels, largely 
because of its success at exploiting the popularity of its 
clothing among rap and hip-hop stars in the US. 

The brand's links with the black music market were 
originally forged by the rapport between Tommy Hilfiger, 
the company's chairman, and Russell Simmons, founder 
of Def Jam Records, the hip-hop record label controlled by 
PolyGram. Morris’s roster of clients includes Hollywood 
stars such as George Clooney and Uma Thurman The Hil- 
figer group is now expanding its core clothing business 
outside the US by opening new stores in locations such as 
Hong Kong, Mexico City and London. 

Alice Rawsxhom. London 

m COPPER 

Codelco ahead at nine months 

Chile’s state-owned copper corporation Codelco reported 
an increase in its nine-month earnings and said its cur- 
rent sale; campaign was going well despite the recent 
upheaval in Asian markets. 

Codelco chief financial officer Albert Cussea said the 
coppct group had earned $896m in the nine months to the 
end of September, up from $883m in the same period last 
year. However, after all the special taxes and contribu- 
tiras the company must pay to the Chilean state, the net 
result would be $31im, he said, 

Codelco, the world’s biggest producer of copper, pro- 
duced 907.538 tonnes during the period, up from 889.080 
tonnes last year. Sales rose to *2.66bn from £U6bn. 

Reuters, Santiago 
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Announcing the Closing of Two New 
Blackstone Private Equity Funds for 
Corporate and Real Estate Investments 



Blackstone Capital Partners 



BGP III, with approximately $4 billion in available private equity capital, is one of the very largest funds of 


its type. Prior Blackstone funds have consistently generated superior performance for investors, corporate partners, 
and management teams. 


• As the leader in corporate partnerships, Blackstone has formed corporate partnerships valued at more than $12 billion 
with Aon, CNA, EDS,.Loewen, Mitsubishi, TCI, Time Warner, Union Carbide, Union Pacific, 
and USX in order to buy. assets or optimize divestitures, while preserving balance sheet flexibility for the corporation. 
BCP III will continue to seek similar corporate partnership investment opportunities. 

Blackstone Real Estate Partners II 

• BREP II, with over $1 billion in available private equity capital for real estate, continues Blackstone s record of 
being among the largest and best performing private real estate equity funds. 

Blackstone s real estate portfolio includes: 

— Over 9 million square feet of prime office buildings, in cities such as New York, Chicago, Philadelphia, 

Los Angeles, Dallas, Washington, D.C., Paris, and London. 

— 5,000 luxury and upscale hotel rooms, including prominent flags such as Four Seasons, Hyatt, and Swissotels. 

— Investments in real estate operating companies, such as Cadillac Fairview, Inc. and the Edward J. DeBartolo 
Company, which included over 77 million square feet of retail, office, and mixed use space. 


The I&rHBSBSiH Group 

345 Park Avenue, Newark, NY 10154, USA -L 

Mergers Sc Acquisitions Advisory • Restructuring & Reorganization Advisory • 

Alternative Asset Management • Private Equity • Real Estate 


■‘Bbckaraxv is a service rank of Bbcfcstone finmcul Services Inc. 
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Norwegian bank takeover in doubt 


By Greg Mdvor in Stockholm 

A NKr5.16bn ($741m) friendly 
takeover bid by Sparebanken NOR, 
the Norwegian savings bank, for 
Fokus Bank, a smaller commercial 
lender, was in doubt last night 
after it failed to win approval from 
a minority shareholder. 

A tie-up between the two would 
fuel consolidation of Norway's frag- 
mented banking industry, creating 
Norway's third largest financial 
services group after Den norske 
Panto and Christi ania Bank. 

But Sparebanken NOR said it 


was dropping the bid because of 
opposition from Sparebankgrup- 
pen. a group of 16 regional savings 
banks which together control 27 
per cent of Fokus's equity. 

Sparebanken NOR and Fokus 
said they would shirt talks aimed 
at establishing operational 
co-operation instead. 

However. Sparebankgruppen, 
which earlier this year failed in a 
NKr4.8bn hostile takeover hid for 
Fokus, insisted it had not rejected 
the offer. It said it had not been 
given enough time to respond, and 
was still studying the proposal. 


A Sparebankgruppen spokesman 
said it had been "completely impos- 
sible" to respond to the bid in the 
time given. It had been informed of 
the terms late on Monday after- 
noon and told to respond by 10am 
the next day, the spokesman said. 

Sparebankgruppen said it 
regarded Sparebanken NOR’s bid 
as still valid but signalled it 
regarded the price as too low. 

It suggested Sparebanken NOR'S 
NKr77 a share bid had the same 
value as its NKr73 a share offer in 
April because Fokus's net asset 
value had risen in the meantime. 


At that time, Fokus rejected 
Sparebankgruppen ' s bid as too low. 

Peter Thome, banking: analyst at 
Paribas Capital Markets in London, 
expressed regret that a consolida- 
tion opportunity might have evapo- 
rated. “Any amalgamation of 
banks in Norway will create some 
shareholder value, and consolida- 
tion is very necessary," be said. 

Fokus had feared it would be 
broken up by Sparebankgruppen, 
whereas it would survive largely 
intact after being swallowed by 
Sparebanken NOR. The acquisition 
would create little operational 


overlap and would not lead to mass 
branch closures and job losses at 
Fokus because the two operate in 
largely different regional markets.. 

Fokus is located mainly in west- 
ern Norway while Sparebanken 
NOR is based in the south-east. 

Sparebanken NOR bas stressed it 
would gain a national presence by 
acquiring Fokus. It has predicted 
synergies would flow from cross- 
selling and the centralisation of 
processing functions. 

Merrill Lynch is advising Spare- 
banken NOR and J.P. Morgan is 
adviser to Fokus. 


Libyans 
take 5% 
of Banca 
di Roma 

By James Bfltz in Rome 

More than S per cent of the 
share capital in newly-refin- 
anced Banca di Roma, 
Italy’s second largest bank- 
ing group, has been placed 
with leading institutions 
from Libya, Abu Dhabi and 
Saudi Arabia ahead of this 
month's public share offer. 

In the wake of the deci- 
sion by Consob. the Italian 
stock market authority, to 
give final approval to publi- 
cation of the bank's prospec- 
tus, it has emerged that 
three institutions - the Lib- 
yan Arab Foreign Bank, the 
Abn Dhabi Investment 
Authority and the National 
Commercial Bank based in 
Jeddah - have taken signifi- 
cant stakes as core share- 
holders. 

The Libyan investors will 
take S per cent for abont 
L700bn (5417m). Abu Dhabi 
Investment Authority will 
have 1 per cent and National 
Commercial Bank, 2.2 per 
cent. 

Senior advisers to Banca 
di Roma stressed yesterday 
that the Libyan participa- 
tion in the refinancing oper- 
ation. which involves a capi- 
tal increase of some 
L2.000bn, did not contra- 
vene international law. 

However, Cesare Geronzi, 
Banca di Roma president, 
said none of the Arab inves- 
tors would have a seat on 
the board of the revamped 
bank. Instead, their Invest- 
ments are categorised as pri- 
vate placements by institu- 
tions seeking to be core 
shareholders. 

Business - relations 
between Italy and Libya 
have been close for much of 
the past 40 years. Eni, 
Italy’s state-controlled gas 
and oil conglomerate, has 
substantial interests in 
Libya. 

It is understood that sev- 
eral Libyan trading organi- 
sations are seeking to invest 
substantial cash funds in 
Italy, while other core 
investments reflect the par- 
ticularly close ties between 
Banca di Roma and the rest 
of the Arab world. 

The announcement coin- 
cides with the publication 
by Banca di Roma of the 
timetable for the public 
offer, which will help to 
recapitalise the bank after a 
first-half loss or L2,794bn. 

Details of the full offer are 
to be announced on Satur- 
day. The bookbuilding and 
roadshows will start on 
Monday and the public 
offer, to be bandied by 
Mediobanca. Goldman Sachs 
and Schraders, will dose on 
November 28. 

Italian newspapers yester- 
day suggested that around 
44.8 per cent of the bank 
would be offered to prospec- 
tive institutional and retail 
shareholders, with Italian 
domestic investors being 
offered the equity at a spe- 
cial discount price. 

The rest of the capital is 
to be partly held by two 
strategic shareholders, the 
Ente Cassa di Rispannio di 
Roma holding company 
(32.7 per cent) and Toro 
Assicurazloni, the insurance 
company owned by the Fiat 
car group (8.3 per cent). The 
other core investors, Credito 
Italiano, Banca Commer- 

ciale Italians and Electronic 

Data Systems of the US, will 
each take 2 per cent 


Nordic banks expect happy union 

Merger with Merita will bring most long-term benefits, says Nordbanken chief 

W hen Hans Dalborg taNordbanken. with rivals -- - illiinlnn some of Helsinki’s mos‘ 

wants to empha- such as Svenska Handels- 1 • . valuable buildings. 

sise the benefits of banken or FQreningspafban- Market share (%) Either way, it appears tc 


W hen Hans Dalborg 
wants to empha- 
sise the benefits of 
a merger between Nordban- 
ken and Merita he reverts to 
co untin g on his fingers. 

The chief executive of 
Nordbanken, Sweden’s third 
largest bank, says be can 
count on one han d enough 
good reasons to join forces 
with Finland’s dominant 
lender, in a deal creating the 
Nordic region’s biggest bank 
in equity terms. 

“The scepticism has gone 
among banking analysts, we 
have convinced them that 
this is the right move at the 
right time," according to Mr 
Dalborg. one of northern 
Europe's most respected 
bankers. 

Initially, some analysts 
expressed reservations about 
combining a predominantly 
domestic Swedish lender 
with a Finnish rival, itself 
the product of the merger of 
the country’s two largest 
banks In 1993, that appears 
unwieldy and less profitable 
than it should be. 

But Mr Dalborg is unlazed 
by their concerns. He 
accepts that Nordbanken 
might have enjoyed greater 
cost benefits by merging 
with SE -Banken, as it con- 
sidered earlier this year. But 
he maintains that Merita- 
Nordbanken will be a hap- 
pier union in the long run. 

When the merger was 
announced last month, sev- 
eral analysts warned that 
the SKr970m ($i30m) annual 
cost savings expected from 
the deal might not be real- 
ised for up to three years. In 
that time the consolidation 
wave sweeping the Scandi- 
navian banking industry 
might have overtaken Meri- 


taNord banken, with rivals 
such as Svenska Handels- 
banken or FQreningsparban- 
ken expanding into markets 
such as Norway, Denmark 
and the Baltic states. 

Mr Dalborg is not ready to 
let that happen, and has 
already hinted that Merita- 
Nordbanken would seek to 
broaden its alliance to 
include another Nordic part- 
ner. Some observers believe 
it has already set it sights an 
Unidanmark, the Danish 
lender. 

First the chief executive- 
designate of Meri taNordban- 
ken - ruling over an empire 
with more than SKrBOObn. in 
assets and a market capital- 
isation of about SKrSObn - 
has to consummate the mar- 
riage of the Swedish and 
Finnish hanks . Senior col- 
leagues say he plans to do so 
by repeating the restructur- 
ing which rescued Nordban- 
ken from its near-death 
experience in the early 1990s. 

Nordbanken - the product 
of several smaller Swedish' 
banks merged by the state 
during the last banking cri- 
sis - has been transformed 
Into one of the most profit- 
able in the sector, through a 
combination of heavy cost- 
cutting and a focus on 
selected h ankin g services, 
particularly mortgage lend- 
ing and small business cus- 
tomers. 

The chief executive of the 
enlarged bank is expected to 
reiterate his ambitions for 
MeritaNordbanken today, 
when it publishes its pro- 
spectus on the merger. 

Outlining what needs to be 
d one, he quotes Mam “It will 
be the tyranny of many 
small steps." 

As a first step, senior exec- 
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utives of the enlarged bank 
will be asked to review the 
profitability of its three main 
profit centres - retail bank- 
ing. corporate banking and 
real estate. 

In retail banking, Merita 
will have the opportunity to 
roll out Nordbanken’s suc- 
cessful specialised financial 
packages across its branches 
- involving the cross-selling 
of products such as home 
loans and credit cards. For 
its part, Merita's well-estab- 
lished mutual funds and life 
insurance operations can be 
distributed through Nord- 
banken's branch network, 
bolstering an area where the 
Swedish bank Is weaker. 


On the corporate side. Mr 
Dalborg wants to build up 
the underdeveloped stock- 
broking and corporate 
finance activities. “In these 
areas it is not good enough 
to be one among many, you 
have to have a unique com 
petence." 


M eanwhile, he has 
begun to consider 
how best the 
enlarged h ank can withdraw 
from the real estate market, 
dominated by a Merita prop- 
erty portfolio worth an esti- 
mated SKr35bn. That could 
involve a demerger and list- 
ing of a new property com- 
pany, or a piecemeal sale of 


some of Helsinki’s most 
valuable buildings. 

Either way, it appears to 
be a non-core business for 
MeritaNordbanken and 
could prove a distraction if 
not disposed of. 

If the bank successfully 
winds down its real estate 
operations and reduces 
administrative overlap else- 
where sooner than expected, 
the savings could be greater 
than expected. 

There could also be more 
than the L200 job losses ini- 
tially predicted from the 
combined workforce of 
21,000. 

The new chief executive, 
however, dtmiwa that he is 
simply engaged in a piece of 
financial engineering. The 
gains for MeritaNordbanken, 
he main faritm , will be greater 
than merely stripping out 
overlap. 

It aim s to be an innovative 
player in the Nordic and Bal- 
tic region, particularly ahead 
of the launch in 1999 of the 
European single currency. 
Senior executives have been 
instructed to draw up plans 
to make MeritaNordbanken 
a market leader in electronic 
banking in Scandinavia. 
That will Involve pushing 
Merita's internet services 
across Sweden and possibly 
beyond. Nordbanken, mean- 
while, hopes to export its 
successful telephone bank- 
ing services to Finland. 

“Today, out of all our 
costs, 20-25 per cent Is IT 
related," says Mr Dalborg. 
“While we have our work 
cut out el sewher e, the future 
lies in electronic hanking 
and It could be one of our 
most powerful assets.” 

Tim Burt 


Top executives clash 
at Telecom Italia 


By Paul Betts in Milan 

Telecom Italia's top two 
executives are at logger- 
beads over corporate gover- 
nance. barely two weeks 
after the successful 
L26,000bn ($l5.5bn) privatisa- 
tion of the telecommunica- 
tions group. 

A clash has erupted 
between Guido Rossi, chair- 
man, and Tomaso Tommasi 
di Vlgnano, chier executive. 

Mr Rossi, a former head of 
the Italian stock market 
watchdog Consob. was para- 
chuted in to the telecoms 
group In January to master- 
mind the country’s most 
ambitious privatisation. He 
now wants to give greater 
powers to the board to pro- 
vide checks and balances on 
the senior management of a 
company with l.5m new 
small shareholders. 

However, his proposals - 
including more regular 
board meetings with more 
direct board involvement in 
the company's affairs - are 
being resisted by senior 
management, led by Mr 
Tommasi. 

Some Telecom Italia exec- 
utives also say the manage- 
ment is falling to shed the 
group’s traditional monopoly 
culture. 

Mr Rossi has argued that 
Telecom Italia must 
strengthen itself through 
international partnerships. 

He has also campaigned 
for the introduction of mod- 
ern corporate governance 



Trustor traces 
lost SKrl35m 
to London bank 


Happier times: Tomaso Tommasi di Vignano looks on (for 
left) as Guido Rossi (right) strikes a deal with John Walter, 
then president of AT&T 


rules to protect the interests 
of small shareholders in a 
system dominated! by a small 
number of large family 
shareholders and their hank- 
ing allies. 

Mr Rossi had planned to 
step down as chairman after 
the flotation, but has decided 
to stay on to complete the 
transformation of the 
monopoly into a competitive 
company. 

He raised the issue at Tele- 
com Italia's Gist sharehold- 
ers' meeting as a privatised 
company on October 31. He 
said then that the corporate 
governance of a public 
company "Imposed quite 
simply a proper manage- 


ment of the company under 
the careful control of its 
board members with the 
mq-gimnm transparency” 

A few weeks before the 
Telecom Italia flotation. Mr 
Rossi told a telecoms confer- 
ence in Venice that privati- 
sation was an opportunity to 
modernise the structure of 
Italian capitalism. 

He attacked the traditional 
system under which private 
companies are controlled 
through shareholding syndi- 
cates and holding compa- 
nies, enabling a small group 
of core shareholders to main- 
tain a grip on management 

Lex, Page 12 


By Greg Mdvor 
in Stockholm 

Trustor, the Swedish 
investment company at the 
centre of cash misappropria- 
tion allegations, said yester- 
day that about SKrl35m 
($X8m) of SKr62Qm missing 
from company accounts was 
in a Barclays Bank account 
in London and would be 
repatriated to Sweden as 
soon as possible. 

The company also said it 
had received information 
that a “not insignificant 
sum" was in another foreign 
bank account 

Swedish and UK police are 
investigating the disappear- 
ance of SKr620m from Trus- 
tor’s Barclays account in 
London after Lord 1 Moyne, of 
the Guinness brewing 
dynasty, acquired a control- 
ling stake in June. 

Trustor confirmed it had 
received audited information 
about transactions made via 
the Barclays account from 
Lindsay Small bone. Trus- 
tor’s former managing direc- 
tor. But it said the material 
was impossible to verify. 

Bjflm BJflmsson. Trustor's 
acting managing director, 
said efforts were continuing 
to clarify Trustor's financial 
status. He travelled to Lou- 
don yesterday. 

He hoped detailed informa- 
tion could be presented to 


shareholders in for an 
extraordinary shareholders' 
meeting on November 26. 

Trustor’s shares remained 
suspended in Stockholm yes- 
terday for the 12th succes- 
sive day. Meanwhile, the 
Sto ckh olm stock exchange 
announced it was la unching 
its own investigation into 
Trustor’s financial affairs. 

In Finland, Axner, the 
sports goods company which 
owns the US-based Wilson 
brand, said it bad received a 
court summons from two 
minority shareholders 
demanding it to be put into 
liqoidation in connection 
with Lord Moyne’s attempt 
to buy a controlling stake in 
Amer in June. 

EtemeDi. a company, and 
Ari Neuvonen, an individual 
- together holding 0.02 per 
cent of Amer’s capital - 
allege that Amer’a control- 
ling shareholders abused 
their position when approv- 
ing a buy-back by the com- 
pany of shares which they 
had sold to Lard Moyne. 

Lord Moyne purchased a 
58.4 per cent stake in Amer 
from the controlling share- 
holders, but the deal was 
cancelled when be felled to 
provide bank guarantees. 
Amer later redeemed part of 
the controlling shareho l ders* 
stake. Amer said the allega- 
tions lacked foundation and 
it would contest the case. 


EUROPEAN NEWS DIGEST 


AssiDoman 

shares slip 

results. At the close in Stockholm, the show* 
SKrfatSKrtQl after a low/orthe 

what forestry has been doing 

nine months. It reported profits agjftjgj® P* ^ 

FM4.68bn (5907m) compared 

Sales were FM37.74bn compared with FMS^bn ana earn 


was partly explained by capital gains, wltn we 
notingthat lower prices for magazine pap^-ar^news- 
prtothad affected profitability. Packaging materials 
showed lower operating profit than in the first nine 

KKEwK the other divisions improve 
their profitability, it said. Excluding capital gains^ffoup 
profitability began to show a clear 
second quarter onwards, the company added. The shares 
dosed down FM2.10 at FM116. Agencies 


■ ISRAEL 

Teva reports 74% surge 

Teva, the Israeli pharmaceuticals group, yester day 
reported a 74 per cent rise in net income for thenrst nine 
months, which it attributed to improved productivity, 
rationalisation of product lines and mergers. Net income 
surged from $43.lm to 510124m, with the 1996 figure 
fnrTnrHng a one-time pre-tax charge of $l9.8m for the 
acquisition of Biocraft, the US drugs company. 

Revenues during the first nine months rose 22 per cent, 
from $676. lm to $824.9m. with a sharp rise in sales to 
North America and Europe. Sales to North America rose 
26 per cent, from $322.4m to $406m. and accounted for 
nearly 50 per cent of Teva’s total revenues. Sales to 
Eurqpe, meanwhile, jumped 38 per cent from $108. 5m to 
$l49m, accounting for 18 per cent of the total. Sales in 
icrflfti rose 7.4 per cent, from $209 2m to $225. 6m. in spite 
of price erosion which Teva offset with an increase in unit 
sales. International sales are expected to rise in the com- 
ing year as Teva launches Copaxone, Its multiple sclerosis 
drug, in the US as well as Canada, which has the highest 
rate of multiple sclerosis In the world. Teva is still await- 
ing approval in Europe and the UK, where it could chal- 
lenge Betaseron. the multiple sclerosis drug produced by 
Sobering, the German company. 

Judy Dempsey. Jerusalem 

■ HUNGARY 

Export rise for Gedeon Richter 

Gedeon Richter, the Hungarian pharmaceutical company, 
yesterday posted net profit of Ft I4bn <$762m) for the first 
ni ra» months, up 23.6 per cent in dollar terms on the corre- 
sponding period last year. Nine-month sales rose 14.3 per 
cent in dollar terms to Ft 38bn ($2G8m). underpinned by 
exports worth 5147m, up .19 per cent cm 1996 The .company 
noted strong demand from the CIS states, where sales 
rose 39 per cent to $72m. The results were slightly better 
than expected, with net profit growth some 4 percentage 
points above forecast, said Tamas Szalai, equity analyst 
with Concorde Securities. 

■ A domestic consortium led by insurance company 
Atlasz is to buy Hungary’s PK Bank, the last state-owned 
bank to be privatised. The state privatisation agency APV 
said yesterday the consortium was the sole bidder in the 
open tender, offering Ft 62bn ($31.5m)for a 62 per cent 
stake with a face value of Ft 3.8bn. The 11-member consor- 
tium is understood to include Postabank Securities, a sub- 
sidiary of Postabank, Hungary's second largest commer- 
cial bank, which received government support after a run 
on deposits earlier this year. 

■ The domestic retail offering in Hungarian telecoms 

group Matav closed last night with 20.7m shares - 2 per 
cent of the total equity - almost three times subscribed. A 
total of 155.000 retail investorsapplied for 57m shares. 
Hungarian privatisation agency APV will decide tomor- 
row on the number of shares to allocate from the 4 per 
cent over-allotment option. Between 20 and 27 per cent of 
Matav is up for sale in giobaland domestic offerings, 
expected to fetch up to $12bn. Kester Eddy. Budapest 

m SWITZERLAND 

Union Rank surmounts turmoil 

Union Bank of Switzerland yesterday became the first of 
the big three Swiss banks to comment on the impact of 
recent upheaval in the financial markets by saying it had 
“successfully managed" the turbulence. Although it did 
not release full third-quarter figures, it indicated that 
operating profit rose 19 per cent in the first ninp months 
of 19 97, whi le operating expenses grew 22 per cent. Its rev- 
enue growth had been hit by already announced losses on 
equity derivatives tra d i n g in the second quarter. How- 
ever, the group's fee and co mmis sion income, which 
accounts for a bigger proportion of revenues than in the 
other two banks, grew 40 per cent. 

John Leonard, of Salomon Brothers, has raised his 1997 
net income estimate for UBS to SFr3.4bn (*2.4bn), but 
expects profits to slip by around 10 per cent in 1998. Last 
week Swiss Bank Corporation, which is far more depen- 
dent on trading profits than UBS, reported that its ordi- 
nary income in the first nine months had risen 34 per 
cent. 

■ Kuoni. the International long-haul tour operator, lifted 
net profits by 35 per cent, to SFr83m ($59m), in the first 
nine months of 1997 and expects to increase its frill-year 
profitsby at least 30 per cent The group, whose profits 
have been recovering strongly since the arrival of a new 
management team in 1995, has turned around its loss- 
making Swiss travel business, raised margins in Its other 
retailing, business travel and tour-operating rnmnapjeg 
and made a number of small acquisitions. In the first wi’wa 
“““SV* 1997 its revenues rose 23 per cent to SFrt^bn, 
of which 12.2 per cent reflected internal growth, 5.7 pa- 
cant currency changes and 5.3 per cent acquisitions. 

William Han, Zurich 
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PLDT authorised to lift tariffs 


By Justin Marozzi in ManBa 

I 

Shares in Philippine Long Distance 
Telephone Company, the Country's 
largest telecoms group, surged 7 per 
cent in early trading yesterday after 
the group announced, ft had been 
given the go-ahead to raise’ tariffs* to 
compensate for declining interna-' 
tional accounting rates. 

The shares dosed up 2E> pesos at 
850 pesos, a gain of more than 4 per 
cent in a stock market ahead 0.6 per 
cent 

The National Telecommunications 
Commission, the government regula- 
tor. has allowed PLDT to increase 
fixed monthly rates in two stages 
expected to begin early next month. 


I&der the first, it can Hfrfeesfar 
- residential and business customers 
by 18 per., cent and 12 per cefit, 
respectively. After eight months, it 
Can make a farther increases of 8 per 
cent and 6 per cent. ; 

For dmnestic long-distance tariffe, 
PLDT will be allowed to charge 
■ between~3 pesos mid 6 pesos a min- 
ute, compared with the present 
range of L5 pesos to 8 pesos. Intenia- 
ticmal long-distance tariffs w£Q be set 
'within a range of US$mo to US$030 
for each six-second pulse. 

PLDT has been lobbying the NTC 
for approval to lift tartOS - by 4S per 
cent for the basic monthly charge 
and 35 per . cent for national 
long-distance caBs - as well as call- 


kfiort 21 per cent cut in interna- 
tional rates. However, analysts had 
■fepefeted no’ decision until next year, 
'^cesfoly after presidential elections 
'‘next May. 

\ “We can probably implement these 
hew rates starting early December," 
said Miguel Villanueva, head of 
.PLOT'S pricing di vision. 

Analysts welcomed the announce- 
‘ mant, which they said would help 
Tift 1998 earnings by 80 per .cent- Tar- 
iff restructuring has been, a priority 
- for PLDT, particularly because inter- 
‘ national calls currently represent S2. 
per cent of group revenues. 

The introduction of call metering, 
a- politically sensitive issue, will be 
-deferred until early 1999 at the lat- 


est, PLDT said. “This should be 
viewed positively by the market,” 
said Alex Conner, analyst at Indo- 
suez W. 1. Carr in Manila. “The 
extent of the increase for local ser- 
vice is in line with expectations, but 
there appears to be mare freedom in 
the setting ctf domestic and interna- 
tional tariffs than expected." 

Amid the crisis in tire region's 
finan cial markets,' PLDT has 
emerged as a leading defensive 
stock. .. 

Analysts said the group's exposure 
to doUar-denommated debt was 
straining its balance sheet, but the 
company could - manage that . by 
reducing capital expenditure if 
necessary. 


behind surge 
at Shiseido 


By Betftan Huttonki Tokyo 

Shiseido, the leading 
Japanese cosmetics com- 
pany, is on course for record 
fon-year profits after acquisi- 
tions and overseas growth 
boosted group pre-tax profits 
9.3 per cent to Y2l£5bn' 
(f 177m) in the first haW- 

Sales rose 9.6 per cent to 
Y3i0.47bn, and net profits 
totalled Y9.4lbn. Shiseido 
did not report consolidated 
interim net profits last year.. 

At the parent level, net 
profits improved 6.1 per cent 
to Y8.51bn, while pre-tax 
profits, were 5a per cent 
higher at Y1631bn. - 

Sales increased 6 per cent 
to Y205.9bn. 

“The overseas business is 
really driving sales and prof- 
its.” said Toshiko Binder, 
retail . analyst at HSBC 
James Capel in Tokyo. 

Shiseido bought the- Japan 
division of the Helene Curtis 
range of professional hair- 
care products from Unilever 
earlier this year, after buy- 
ing the US fbmnrln (Jjvi- 
stans . of the Helene Curtis 
business in November 1996. 


As part of a five-year plan 
formulated in 1996, Shiseido 
aims to increase overseas 
skies to one- quar ter of over- 
all sales. In the first half, 
overseas sales expanded 
from 109 per cent to 13:4 per 
cent of the total, helped by. 
the Helene Curtis acquisi- 
tion and the launch of lower- 
cost ranges in Asia. - - 

Retail conditions in Japan 
during the six months were 
depressed by the increase in 
the consumption tax in 
April, but cosmetics did not 
seem to be hit as badly. as 
some more expensive .items. 
Shiseido also appeared to 
increase domestic market 
share, Ms Binder said. 

■ The company expects par- 
ent company sales to grow 
2.1 per cent for the foil year, 
with net profits up Cl per 
-cent to Yl7frbn and pre-tax 
profits up 6.3 per cent to 
Y34.5bn. 

Group net profits axe fore- . 
cast to climb 9.7 per cart to 
Y21.0bn, and pre-tax profits 
4.9 per cent to Y43.0bn. 

Group ■ ib»|<« should grow 
7 per cent to YKKXObn. 

Shiseido said it was con- 



international attraction: Shiseido lifted overseas sales to 13.4 per cent of total revenues 


sidering liquidating . two set by the sale of securities, a total of Y13-25.- The com- 
Hoance-related companies The interim dividend pany was also mnsiitaririg a 
during the year, which could remained unchanged at share- buy-back, 
lead to an extraordinary loss Y6.25, but Shiseido said it Despite the results, Shis- 
of Yl7bn-Y18bn. The com- planned to raise the final eido shares fell Y30, or L8 
pasjy said this would he off- dividend by YQ.75 to Y7, for per cent, to Yi.,640. 


Currency crisis leads to fall at Astra 


By Sender Thoenes 
in Jakarta 

Astra International, the 
Indonesian carmaker,.’ 
reported a 4 per cent’ drop in 
net profits yesterday as ~a 
currency crisis took its tdQ 
on sales and. interest 
payments. 

Net profits for the third 
quarter fell from. Rp34086bn 
to Rp328.88bn (998.6m), oh. 
revenues up from Rp9,100bn 
to Rpl0,800bn. . 

Earnings per share tum- 
bled from Rp391 to RplB7. 


Analysts: suggested; that 
exposure tp hsffd-cmseicy 
debt^wfcSdr rose sharply ih 
value as fhitj rqpfcih Jost-30 
per 

waji a of 

the paufits dedtoh. "*J 

Toyota-Astra . Motor, 
Astra s Largest unit , which 
produces the popular Kijang 
model, last-. week, reported a 
23 percent drop in hpit sales 
in October from September, 
though still up 20.5. percent 
from October 1996. 

The depreciation of the 
rupiah has made imported 


parte of the assembled 
^Kijang 1 more - expensive, 
‘'while rises in interest redes 
Uiave made car loans profaibi- 
. -ttvely expensive. ; - 

’ s . . Astra scares ^feU 2a per 
bent to Rp2^25 yesterday 
after bavhi^.tiimhted 9 per 
- cent on Moantey -during 
another dow^bfrn in mar- 
...keta across south-east Asia. 

The- market was not even 
cheered| yesterday 1 by a 84 
per cei4 increase in nine- 
month year-on-year net 
profit for Bank Dagang 
Negara, the banking arm of 


Indonesia's Gajah Tnnggal 
Group. BDN1 said net 
income for the ntnp months 
to September 30 rose to 
Rp20lisbn, from Rpl23.4bn. 

US dollar loams amount to 
45 per cent of the bank's bor- 
rowings, leaving analysts 
worried BDN£Tfke many of 
its competitor, is heavily 
exposed to the rupiah's 
depredation. 

BDNI used pn exchange 
rate of 3^75 rupiah to the US 
dollar, while the rate was 
close to 3,700 for part of Sep- 
tember, leading some to con- 


clude that the figures under- 
stated the impact of depred- 
ation. 

The stock market was also 
bit by reports that workers 
had gone on strike at the 
East Java plant of Gudang 
Garam. the cigarette maker, 
although the company said 
the employees had returned 
to work; 

Brokers fear that many 
more listed companies could 
be hit by demands for wage 
increases following an 
Increase in staple food prices 
in recent weeks- 


New 
World 
posts 
27% rise 


By Louisa Lucas 
In Hong Kong 

New World Development, 
the Hong Kongbased prop- 
erty conglomerate, yester- 
day reported a 27.7 per cent 
rise in net profits, from 
HK$4.16bn to HK$5.31bn 
(US$687m) for the year aid- 
ing June 36. 

The results, bolstered by 
HKgl.Slbn exceptional 
items from a of a 

subsidiary's shares and the 
sale of oversees hotel inter- 
ests, were broadly in line 
with market expectations. 
Operating profit (before 
interest) climbed a more 
modest 1.9 per cent, from 
HK44J$7bH to HK$4-96bn- 

New World derives about 
half of its operating profit 
from property sales. Rental 
income counts for more thaw 
one-third, and the remain- 
der comes from hotels, con- 
struction and piling, and 
toll roads and bridges. 

The piu pc ity sales, com- 
bined with disposal of hotel 
interests, helped to reduce 
the company's gearing ratio 
to 28.7 per cent (before the 
final dividend payout), from 
87.5 per cent in the previous 
financial year. 

High borrowing levels in 
the current high-interest- 
rate environment are one of 
the factors depressing senti- 
ment on property develop- 
ers, but New World said its 
net borrowings had been 
reduced by 1.4 per cent to 
HK$18.97bn. The company 
plans to raise more funds 
through the spinoff of its 
services arm. New World 
Ser v ice s spans construction, 
property management and 
electrical engineering, and 
is expected to have a total 
issued share capital value of 
around HK$4bn. 

New World also said it 
planned to spin off divisions 
within its China property 
businesses as these activi- 
ties mature. "Financially, 
the [overall] re s tr u c tur i n g 
enables the company's dif- 
ferent business divisions to 
raise funds Independently, 
especially our China invest- 
ments,” it said. The com- 
pany remained upbeat for 
the future, despite souring 
sentiment on the property 
sector, in part because of its 
landbanks in Hong Kong 
and China. In Hong Kong, 
New World has a total land- 
bank of I8Jfcn sq ft, and in 
China 194.8m sq ft. 

Earnings per share for the 
financial year rose 19 per 
cent on a fully di lated basis, 
from HK$2.40 to HK82.85. 

New World Infra structur e, 
spun off in 1995, reported 
growth of 35 pm- c ent in net 
profits, from HK$454Jhn to 
HKS612.44m. Earnings per 
share were up 18 per cent, 
from HK80.66 to HK80.7B. 


ASIA-PACIFIC NEWS DIGEST 

Japan carmaker 
names new chief 

Mitsubishi Motors, one of Japan's leading vehicle makers, 
named Katsuhiko Kawasoe as its new president, following 
the resignation of its current president because of the 
company’s involvement in a corporate racketeer scandal. 

Mr Kawasoe, whose appointment will be formalised at 
at the end of this month, is manag in g d irector in charge 
of passenger car production. He is to take over from Take- 
mune Khnura, who is to become chairm an but not a rep- 
resentative director. Mr Kfanura resigned from the presi- 
dency to take responsibility for Mitsubishi's involvement 
in payments to a corporate racketeer. 

Three Mitsubishi Motors executives have been arrested 
for the payments, which are illegal under Japanese com- 
mercial law. The carmaker had paid the racketeer since 
1989. Michiyn Nnkamoto. Tokyo 

■ INDIA 

East India Hotels down 10% 

Declining business traffic depressed first-half profits at 
East India Hotels, which owns India's Obercri hotel chatn- 

Pre-tax profits fell 10 per cent to Rs528m (814.4m) in the | 
six months to September so on revalues down (X5% at 
Rsl.96bn. The company blamed poor conditions in the 
domestic economy. Mr Gangopadhaya, company seen- I 
tary, said the group had been hit by “the overall economic | 
situation and the political situation”. 

Occupancy rates fell to 70 per cent in August 1997, com- 
pared with 75 per cent in August 1996, but Mr Gangopad- 
haya said the group was hopeful that India’s economic 
recovery would take hold and that occupancy rates would 
rise. He said the company could “match the same stan- 
dard as last year" in the second half. 

Analysts said East India Hotels shared the same prob- 
lems as other hotel chains in India. Weak business 
demand has led to competition through discounts, which 
further reduces profits. To u ri s ts are also deterred by high 
prices, which are increasingly uncompetitive compared 
with rival destinations in southeast Asia. As a result, 
hotel shares - which once traded as premium growth 
stocks - have underperformed the market since the start 
of this year. However, analysts said East India Hotels was 
shielded from the decline in tourist traffic, as the Oberoi 
hotels cater mainly to business travellers. 

The company is pushing ahead with expansion - 
inclining a new hotel in Madras - and considering pro- 
jects in Jaipur, Udaipur and Co chin. Ajay Malpawf, ana- 
lyst at Caspian Securities, said the aim was to create an 
"all-India presence”. This would allow the group to com- 
pete head-to-head with the Taj chain, which is owned by 
Indian Hotels and announces its results today. 

Krishna Ouha , Bombay 

■ MALAYSIA 

Truck project launched 

Malaysia unveiled yesterday a national project to produce 
24,000 light trucks a year, partly for export 

The truck, the Perkasa, is manufactured by Malaysian 
Truck and Bus. a joint venture in which DRB-Hicam, Mal- 
aysia's leading industrial company, ban an 80 per cent 
stake and Isuzu, the Japanese vehicle manufacturer, 
holds 20 per cent The initial investment - in a plant in 
Pahang, central Malaysia - is M$30Qm (US$9L3m). 

DRB-Hicom is also the parent company of Proton. Mal- 
aysia’s national carmaker. The main export markets for ’ 
the truck have been identified as Singapore, Brunei, Hong 
Kong, Australia and New Zealand. 

James Kynge, Kuala Lumpur 

■ B/EREADY INDUSTRIES INDIA 

Higher tea prices lift profits 

A leap in tea prices and production, together with 
increased sales of dry-cell batteries, helped Eveready 
Industries India report first-half results wen above market 
expectations. Pre-tax profits increased 41.32 per cent to 
Bs489m (813.4m) on total income up 14.77 per cent at 
R£3.42bn. Net profits jumped 71 per cent to Rs323m. The 
group warned that the “tea business being seasonal, the 
first-half results should not be seen as representative of 
the likely results for the whole year”. 

Shares in Eveready rose Rs&95 to Rs82£5. 

Kuna! Bose, C alcutta 
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COMPANIES AND FINANCE: INTERNATIONAL 


MCI has chosen a new partner, but the $37bn deal still faces a number of hurdles 


Doubts remain over all-stock offer 


By Richard Waters and 
William Lewis in New York 


The day after what appeared 
to be a $37bn knock-out blow 
In the battle for MCI Com- 
munications, Wail Street 
was left yesterday to ponder 
an uncomfortable Question: 
if WorldCom's Sol a share 
bid is so certain, then why 
has MCf’s stock stubbornly 
remained nearly SlO lower? 

WorldCom's offer has won 
the support of both MCI's 
board and British Telecom- 
munications. which owns 20 
per cent of the company and 
which will receive cash, 
rather than the stock offered 
to other shareholders, if the 
deal is successfully com- 
pleted. 

The transaction is also the 
subject of a battery of 
break-up Tees. These appear 
to all but lock the merger in 
place against any competing 
offer by GTE or another tele- 
coms company. 

Today BT will receive a 
cash payment of $465m from 
WorldCom - a break-up fee 
for having given up its 
agreed merger deal with 
MCI. If the WorldCom-MCI 
deal fails BT will receive 
another S250m from World- 
Com and MCI will be paid 
$l.6bn in liquidated dam- 
ages. 


MCI and WorldCom have 
also agreed to pay $750m to 
each other if either pulls out. 
and MCI has also agreed to 
refund the $465m which 
WorldCom is paying to BT if 
it terminates its agreement 
with WorldCom. 

Furthermore. BT has 
agreed not to vote its 20 per 
cent MCI shareholding for 
any other deaf for about a 
year. 

By early afternoon in New 
York yesterday, however. 
MCI’s stock was trading at 
542 Vi. That is nearly 55 up 
from its level before the new 
offer was announced, but 
still nearly 20 per cent below 
the supposed value of World- 
Com's bid. 

That discrepancy in part 
reflects the time it will take 
for the deal to win regula- 
tory approval 

According to Tom Burnett, 
founder of Merger Insight, 
an institutional research 
firm that tracks takeovers, a 
closing date for the deal of 
next July - the time frame 
suggested by WorldCom 
executives - would put a 
present value on the $51 
offer of around $48%. 

The large discount to that, 
Mr Burnett adds, reflects 
“the market's distrust of 
where WorldCom’s stock 
may be heading." 



Signed but not settled: Bert Roberts deft), MCI nhairman, 
and Bernard Ebbers, WorldCom chief executive 


That has left a contfamhig 
question mark over MCI's 
ultimate fete, and could yet 
open the door to GTE or 
other rival bidders in the 


months ahead. Yesterday 

Hftflmnnn, ahav ea In Mtarifl - 

sippi-based WorldCom ware 
trading at close to the $29 
floor at which the value of 


the WorldCom bid Is “guar- 
anteed": below that. MCI 
shareholders will receive a 
fixed exchange ratio of L7S88 
for each share they own. 

The best hope for GTE and 
other rivals Is that the stock 
will be dose to. or below, the 
$29 floor when shareholders 
in WorldCom and MCI are 
asked to vote on the deal. 

£f the stock is below this 
level, MCI's shareholders 
may mount a revolt - partic- 
ularly since GTE indicated 
over the weekend that • it 
might pay as much as $45 a 
share in cash 

GTE is hoping, meanwhile, 
that WorldCom’s own share- 
holders will have concerns 
of their own about the struc- 
ture of the new transaction. 
If WorldCom is forced to 
Issue shares at the maxi- 
mum exchange ratio of 
1.7586 — much hi gher than 
the maximum ratio of 1.2206 
under the initial offer it 
announced on October 1 - 
then its holders will see 
greater dilution to their 
shareholding. 

That could put the proj- 
ected $2.00 earnings per 
share of the new MCI-World- 
Com for 1999 undo* pressure, 
claimed one person dose to 
GTE. 


Telefonica 
chairman 
left out in 
the cold 


INTERNATIONAL NEWS DIGEST 


Concor ahead 
25 % at midway 


By Tom Bums 
In Madrid 


See Editorial Comment 


Shareholders ponder new course for BT 


By Alan Cane 


British Telecommunications’ 
institutional shareholders 
reacted with a mixture of 
relief and muted approval 
yesterday to the news that 
BT had agreed to World- 
Corn's $37bn bid for MCL 

The deal was set to leave 
the UK company with more 
than $7bn in cash - at the 
expense of its North Ameri- 
can strategy, which was 
based on its own plans to 
merge with MCI. 

One shareholder said the 
WorldCom offer was “a 
pretty decent price". He 


added that it had always 
been a matter for conjecture 
whether a global strategy 
was appropriate for BT and 
whether MCI had been the 
right partner. 

Another said: "This 
removes one uncertainty but 
creates another - what is BT 
going to do with the cash?" 

Shareholders believe BT 
has three broad options. 

First, it could persevere 
with its global strategy, 
using its war chest to pursue 
another acquisition in North 
America. However, several 
investors voiced concern 
that this would result 


in earnings dilution, as US 
telecoms operators are 
expensive. 

Second, it could return to 
a broadly European strategy 
and attempt to restart nego- 
tiations with Cable and 
Wireless. Merger talks with 
the broadly-based UK group 
were abandoned last year 
after disagreements on price 
and other issues. There 
have, however, been changes 
in circumstances which 
make such a merger possi- 
ble, if not likely. 

Third, BT could abandon a 
global strategy and return 
the fluids to shareholders 


through special dividends or 
a share buy-back, A straw 
poll of Institutional share- 
holders contacted yesterday 
thought this the least desir- 
able option. 

Investors believed BT's 
mnnHgprmpnt twH done Well 
to secure a settlement in 
njtsb rather thaw ghare a: T 
was not happy with the 
thought of being left with 
overpriced WorldCom 
paper,” one commented. 
“They have done better than 
1 expected and I do not 
believe their global strategy 
has been derailed." 

Another investor pointed 


out, however, that an advan- 
tage of the MCI deal would 
have been to increase BT’s 
net debt and create a more 
efficient balance sheet: “It 
cannot be right to pers e vere 
with an inefficient balance 
sheet” 

There was a belief BT 
would move as fast as possi- 
ble to rebuild its North 
American strategy through 
an affiance with one of the 
local operators. GTE is 
favoured because of its dose 
links with BT and the syner- 
gies it could provide in BT’s 
attack on local telephone 
markets in the US. 


Seven months ago, Juan 
Villalonga, Telefonica chair- 
man, joined British Tele- 
communication's Sir Iain 
Vallance and MCI's Bert 
Roberts in a triple hand- 
shake to symbolise the entry 
of the Spanish carrier into 
the Concert global telecoms 
aTHawea. 

The family photograph 
suddenly belongs to the 
past. “Villalonga is now like 
the child of a divorced cou- 
ple,” a Madrid merchant 
hanker said yesterday, after 
MCI reversed out of a 
planned mergo- with BT and 
accepted a $37bn bid from 
WorldCom of the US. “One 
parent lives in America and 
the other lives in Enztqm” 

The Telefonica chairman 
may now face a no-win situ- 
ation.' partnering BT in the 
Hispanic world could block 
his ambitions to enter the 
US market, but allying with 
MCI-WoridCom rides having 
BT competing in his own 
Spanish back yard. 

TeMfedca shares fell 2.13 
per cent in heavy trading mi 
Madrid's Bolsa yesterday, 
against an fad** fen of 0.85 
per cent, to close Pta85 
lower at Pta3,900. 

The break-op of the BT- 
MCI alliance is a blow for 
Mr Villalonga. because he 
staked his prestige on join- 
ing it. In doing so, he broke 
an existing arrangement 
with Unfsonroe, the partner- 
ship of small European oper- 
ators which is linked with 
AT&T of the US. It has now 
brought in Telecom Italia to 
fin the gap created by Tele- 
fonica's depa r t ur e. 

The best solution for Mr 
Villalonga's quandary is 
probably far BT to replace 
MCI with another US part- 
ner - and to have Telefonica 
included in a new photo 
opportunity. 
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■ MOTOR INDUSTRY 

Suzuki buoyed by strong exports 


Strong exports and cost-cuts helped SunkMhe Japanese 
carmaker, to offset the impact of slow domesticates in 
file first halt Sales in the period were Oat at Y586.3bn 
f$4.72bn). against Y583.3bn last time, but recurring profits 
rose 23 per cent from YlOSbn to YI3bn as a result of tfre 
weaker yen, cost cuts and a better product mix. Net prof- 
its rose 14 per cent to Y5.3bn. Exports of passenger cap 
were up 17 per cent in value terms, while domestic sales 
of passenger cars fell 14 percent. 

Suzuki expects firm export demand to support a rise In 
export sales to 238,000 units, compared with an initial 
forecast of 222,000. But a slump in the domestic market 
led the company to expect a fall In domestic soles of mini- 
vehicles to 5X0,000 units, from an initial forecast of 
660 000 For the full year. Suzuki forecasts sales of 
Yl.lSObn, compared with Yl,l82bn previously, and net 
profits are forecast at YlXbn, against Yll.4bn. 

Michiyo Nakomoio, Tokyo 


■ TECHNOLOGY 

Sdtex returns to the black 


Sdtex, the Israeli graphic arts and digital print system 
maker, yesterday posted a 20 per cent rise in third-quarter 
sales and a second successive quarter of profits, after 
heavy losses last year. Revenues jumped from $142m In 
the third quarts' last year to $X7Zm. Net income in the 
q uart er was ytsm, or 5 cents a share, compared with a 
net loss of $I5lm, or $3.53. Last year’s third-quarter loss 
was exacerbated by restructuring costs of 5110m. Scitex. 
once the flagship rtf the Israeli technology sector, recorded 
net income of $157,000 in the second quarter this year, 
after four successive quarters of losses. “You have to be 
sceptical in assessing Sdtex’s recovery," said one analyst. 
“But they have managed to make money in a very diffi- 
cult business environment." Aoi Mach Its, Jerusalem 
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US$417,402,000 
Floating rate serial notes 
1996-2002 


The notes will bear interest ai 
684375% peranmm for the 
interest period 12 November 
1997 to 12 May 1998 Interest 
payable on 12 May 1998 will be 
USS2282 per US$69232 
principal amoanl outstanding 


Agent: Morgan Guaranty 
Hust Company 


How many places do you 
need to look to find private 
equity & venture capital? 

Only one 


JPMorgan 


Private equity encompasses every- 
thing from large leveraged buy-out 
deals to the more traditional venture 
capital channelled into start-up or 
early stage businesses. 


FRF 1,000,000,000 
CARIFLO 


Receipts of 1997/2002 
JmsfestRate 3.77578% 

Interest ftriod 

November 1Z 1907 
February oensee 
Interest Amount due on 
FebnjBry09, 1998 per 
FRF 100,000 FRF 933.46 

O '""" ~ BANQUE GfiNfilALE 

du Luxembourg 

Agent Bank 


If you are looking to buy-out, buy 
in, expand or start a business then 
you couldn't do better than 
investing in a copy of The 
Venture Capital Report Guide to 
Private Equity St Venture Capital 
in the UK 6 Europe, 1998 
Edition. It is the bet available 
guide to soundng the right 
investor for your type of 
business first time. 


l ° Prt% 


Guid 


Rep, 


I 


!nhire Cap , 


Ensure you have 
instant access to 
the most up-to- 
date and thorough 
private equity and 
venture capital 
information 
available. 


9TH EDITION 
PUBLISHED DECEMBER 
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Corrigendum to 


Request tor Pre-Qualification Proposals on 
Internationa! Competitive Bidding basis for setting up 
of Cool based Thermal Power Project of 1 000 MW 
capacity at Nabinaaar and development of associated 
captive cc?.( mine at Dumargarh coal block in north 
Karanaura ccal fields in Bihar state. India. 


Sale dale of “Request tor Pre-Qualfcaiion" documents has been 
extended. The corresporKing revised dales are as under : 

5^tS2^c!F%^<orPm^uGfiSc^doaiTNr^ : 210827 to 01 .1187 
Pre-Quaificalfon Proposals receipJ fco : 1100 Hfa {IST) on 030ZB8 

PrenQuaBcHlion PmfMsals opening date : at HSta(ISI)cnlttEM 

All other terms and coixfoons of the Pre-Qualification notification 
issued in August '97 remains imcfanged AB correspondence, 
dartficatfons & submission of Proposals in respect of this Request 


The Guide allowed us to pigeon-hole our business 
so we (Sdn't waste any time on resources m 
approaching the wrong venture capMsts,' 

Roger Wytte, MO of Access Keyboards ltd 
• (Successfully raised £1.2m) 
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COMPANIES AND FINANCE: UK 


BMW warns Mayflower off Vickers bid 


By John Griffiths 

BMW last night Issued a 
fresh warning that it would 
terminate its contract to sup- 
ply engines for a new range 
of Rolls-Royce cars to be 
launched next year if May- 
flower, the UK engineering 
group, succeeded in taking 
over Vickers. Rolls-Royce 
Motor Cars' owner. 

The declaration by the 
German ' company, which 
reaffirmed its own interest 


in buying the UK luxury car- 
maker - producer also of 
Bentleys - creates big poten- 
tial difficulties for May- 
flower. The fast growing 
engineering group, which is 
little more tha n half Vickers* 
size, has been widely e*peo 
ted to mount a hostile take- 
over before the end of the 
week. 

BMW. through its Rover 
subsidiary. Is one of May-: 
flower’s largest customers. 
The main body panels for 


Allied Domecq 
considering 
merger options 


By John Wiftman, 

Consumer Industries Editor 

Allied Domecq yesterday 
signalled its willingness to 
get involved in further 
restructuring of the global 
drinks industry. 

Sir Christopher Hogg, 
chairman, said the merger of 
Guinness and Grand Metro- 
politan to form Diageo, with 
twice the sales of Allied, 
would heighten competition. 
While Allied would not be 
panicked into action, it was 
looking at merger options 
with other big dri nks 
groups. 

He was speaking as Allied 
reported a 6 per cent rise in 
annual pre-tax profits to 
£607m. before exceptionals. 

He also rekindled specula- 
tion over a possible demer- 
ger of the group, which 
includes a large UK pub 
estate and franchise 
operations such as Baskin 
Robbins ice cream parlours 
and Dunkin' Donuts. 

“It is an idea that has not 
yet come and may not 


come,” he said.' “But the 
board's issue'is that it is 
more a matter of pragma- 
tism than or principle." 

Allied's profits were at the 
top end of expectations, 
and the shares rose 27p to 
508p. 

But with more than half 
its turnover outside the UK, 
the group was hit by the 
strength of sterling. 

Turnover, down 2 per cent 
to £4.45bn for the year to 
August 31, would have been 
up 3 per cent at constant 
exchange rates. The appreci- 
ation of the pound knocked 
£28m off pre-tax profits 
Allied expected a £50m 
reduction in 1997-98. 

Sir Christopher confirmed 
Allied’s interest in acquiring 
Dewar’s, the number one 
scotch whisky in the US 
which Guinness and Grand- 
Met have offered to shed to 
secure regulatory approval 
for their merger. 

Profits from the franchis- 
ing businesses rose 9 per 
cent at constant exchange 
rates. 


Land Rover models are sup- 
plied by Mayflower, as are 
the complete .bodies for 
Rover’s highly successful 
MGF sports car range. 

Mayflower also has a sig- 
nificant .interest in the 
future of Rolls-Royce 
because it has the contract 
to develop and supply much 
of the bodywork for the new 
Rolls-Royce range. 

. John Simpson, Mayflow- 
er's ch a ' rTnan . and his board 
were aware that a bid from 


RESULTS 


them would be unpopular 
with BMW, but until last 
night had seemed prepared 
to gamble that BMW would 
not terminate the engines 
contract if Mayflower took 
over Vickers. 

BMW's position thus bodes 
ill for Mayflower whether it 
or BMW should gain even- 
tual control of Rolls-Royce, 
which Vickers has put up for 
sale 

Neither Vickers nor May- 
flower would comment on 


BMW's statement, which 
also once, again rejected out- 
right speculation that BMW 
might be a tacit supporter of 
Mayflower takeover. 

BMW's chairman, Berad 
Pischetsrleder, is privately 
said to be furious at the 
Mayflower intervention and 
the Munich statement last 
night stated categorically: 
“We are not involved in any 
Mayflower bid for Vickers." 

Mayflower wants to buy 
the whole of Vickers, sell the 


defence arm and keep the 
three other divisions - 
Rolls-Royce. Cosworth 
engines and propulsion tech- 
nology. 

Its biggest shareholders 
have given support to its 
plans but the clear-cut 
nature of BMW's warning 
last night may result in sec 
and thoughts. 

Other potential bidders for 
Rolls-Royce are understood 
to include Daimler-Benz and 
Ford. 
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Compared with the excit- 
ing merger-making of 
Grand Metropolitan and 
Guinness. Allied Domecq 
appears to have had a 
humdrum year. But under- 
neath has lain the urgent 
task of reversing its earn- 
ings decline and reviving 
its management's reputa- 
tion. Yesterday’s presenta- 
tion showed a group in 
better financial shape with 
improved focus on core 
spirits and pub brands. 

But sales remain flat and 
earnings are only expected 
to Inch ahead this year. 

That is why market atten- 
tion focuses on deals. In a low growth industry with a 
diversity of brands, hopes for Diageo (Guinn ess -Grand- 
Met) are pinned on savings in distribution and Improved 
marketing clout. Further consolidation is expected. The 
juiciest prospect for Allied shareholders would be a bid 
from Seagram, especially as their company at last 
been polished up. The trouble is that Seagram has so far 
preferred to spend on entertainment and share buy-backs. 
What about Allied as purchaser? Big buys look limited by 
its mediocre balance sheet and share price. It could spend 
£50Qm or so to buy Dewars whisky from Diageo, but in an 
auction there is a danger of overpaying. 

This leaves the possibility of merging its spirits busi- 
ness with, say, a continental rival such as Pernod Ricard 
or Bacardi -Martini. But because the most eligible part- 
ners are family controlled, any tie-ups might well be 
watered down to joint ventures. Such a cocktail looks 
unlikely to reduce Allied’s 20 per cent price/eamings 
discount to the market. 


NEWS DIGEST 


Nyco Amersham 
tops expectations 

Ny corned Amersham. the healthcare group formed three 
weeks ago with the merger of Amersham International 
and Nyoomed, yesterday reported better than expected 
results for its two former halves and said it was in talks 
with a potential buyer for Its industrial businesses. 

Amersham International’s pre-tax profits for the half 
year to September 30 rose 32 per cent to £37.6m ($63. 5m). 
excluding £&4m in exceptional merger costs: After these, 
pre-tax profits were held to £29.2m (£28.4m). 

Merger costs are forecast at £U0m for the merger and 
an earlier deal to form Amersham Pharmacia Biotech, a 
life-sciences joint venture with Pharmacia & Upjohn, the 
pharmaceuticals group. 

Nycomed reported third quart® - results with pre-tax 
profits up 40 per cent from NKr220m to NKr309m ($45.6m). 
Most of the increase came from the company's Focus 98 
cost-cutting programme, as sales were up only 7 per cent 
to NKrl.93bn, against NKrUBbn. Earnings per share rose 
to NKrl.98 (NKrl.43). Roger Taylor 

CSFB to buy BZW arms 

Credit Suisse First Boston, the US investment bank, is 
expected to announce today its purchase of the UK and 
continental European equities businesses of BZW from 
Barclays, the UK bank. Analysts expect the headline price 
for the businesses to mask a complicated structure 
covering redundancies, the costs of running BZWs 
administration and other fees. 

The announcement comes just over a week after the 
two sides declared that CSFB had made an offer for only 
part of the equities and corporate advisory businesses put 
up for sale by Barclays. Analysts had originally expected 
the whole business - about half of which was eventually 
bid for by CSFB - to fetch £400m-£S00m {$B76m-$845m). 

Jane Martinson 

GA up 23% at nine months 

General Accident, the Scotland-based composite insurer, 
reported a 23 per cent rise in nine-month profits, helped 
by rapid growth in life assurance and pensions sales. 
Operating profits increased from £31lm to £384m ($645m). 

The shares slipped I3p to 972p on downbeat comments 
about the UK and a disappointing net asset value of 749p. 

Life and pensions sales grew 31 per cent to £174m on an 
annualised basis. The group derives a third of its income 
from life following the acquisition of Provident Mutual 
last year and is distributing products via agents to 
customers in France and Germany. 

Bob Scott chief executive, said the company was not 
planning another life purchase in the short term. Instead, 
it would seek to expand its small commercial and 
speciality motor portfolio in the US. It bought Canadia n 
General for CJfiOOm ($42Sm) last month and is to take a 
one-off charge of C$45m for integrating the business. Mr 
Scolt said GA would save C$75m a year from cutting 6CG 
or the comhined 2,300 staff. Restructuring in the US would 
i Iso reduce staff by 600 and achieve annual savings of 
$2Sm. Christopher Adams 

Consulting lifts Sedgwick 

Rapid growth in fee-based consulting services helped limit 
the damage from a strong pound on nine-month profits at 
Sedgwick Group, the international insurance broker. 
Pre-tax profits rose from £30.4m to £82m ($138-Sm) for the 
period to September 30. Sterling’s strength cost the 
company £9 Jim. Pre-tax growth was 15 per cent at 
constant exchange rates. 

Rob White-Cooper, chief executive, said the group was 
seeking partners in the US and continental Europe to help 
expand Sedgwick Noble Lowndes, the employee benefits 
and healthcare business. SNL contributed £167 ,3m to 
brokerage and fees of £677 -2m. up 5 per cent at constant 
rates. 

Stuart Tarrant, finance director, said a joint venture 
with Nikots Bricbctta Italy's biggest insurance broker, 
would enhance earnings per share by 3 per cent. The 
transaction was completed last month. In the US profits 
grew by 23 per cent at constant rates to £29.6m. 

Chr isto pher Adams 
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GLOBAL MERGERS & ACQUISITIONS 


PANAMA 


APROCULMEC 
has sold 


January 1997 




Gmpo Cable On da 
to 

Television Pagada de Panama, S-A. 


GERMANY 


BRAMBLES 


INDONESIA 


February 1997 


Brambles Holdings 
Deutschland GmbH 

has acquired 

Gardemann Arbeitsbdhnen GmbH 


March 1997 


P.T. METRO SELULAR NUSANTARA 

has sold a strategic stake to 

Asia Link B.V. 
a wholly-owned subsidiary of 
First Pacific Company Limited 


y 


r 






1 

CANADA 


GERMANY T 

ARGENTINA 





* 

parmalat 

The Parmalat Group 
has acquired 

Beatrice Foods Inc. 


April 1997 




April 1997 


CANADA 


Promgo 


Provigo Inc. 

Viac sold 

C Corp. Inc. 
to a subsidiary of 


& 


Enso Oy 

has acquired a majority stake in 

E. Holtzznann & CEE AG 

from 

WAZ Group 


CANADA 


May 1997 


▲ 


A 


Banco Transandino 


Banco 'Bansandmo S. A. 

and its controlling shareholder have acquired 

Banco Credito de Cnyo 


J 


ARGENTINA 


May 1997 


* 


May 1997 


LAURENT IAN 
FUNDS MANAGEMENT 


Desjardins-Lanrendan Life Group 

has sold 

Laurentian Funds Management 


t 


t 

E 3 DESRL 


June 1997 


Roggio SJL 

has sold in participation on 

Edesal S-A. and Edelar S.A~ 


tn 


V 

Alimentation Cooche-Tard Inc. 



Strategic Value Corporation 

X 

Exxel Group 

J 

r 

FINLAND 


INDIA 


CANADA 

1 


June 1997 




APRIL 


Asia Pacific Resources 
International Holdings Limited 
has acquired 

Kemrra Fibres Oy 




1997 


PRUDENTIAL 




Prudential Corporation of UK. 
has announced i partnership in India 
lor the life insurance business 




July 1997 


LAURENTIAN BANK AND TRUST 
COMPANY LIMITED 


-N 


Laurentian Bank of Canada 

has sold 

Laurentian Bank and Trust Company Ltd. 

to 

Banqoe Nationale de Paris 


J 









SPAIN 

T L-: 

>A T 

CANADA 



July 1997 


’TELECOM 

i<nu< 


V 


STET (now Tblecom Italia), 

Endesa and Uni6n Fenosa 
have formed a Strategic Alliance 
for die Spanish Telecommunications Market 
and through a consortium have successfully bid for 
Retention S-A- 


DEPGoodrich 


August 1997 


yV 


The B-F. Goodrich Company 

has sold its 

ChJor- Alkali and Olefins Business 
to 

The Westlake Group 


& 


EWC 


August 1997 




EVC International NV 

has acquired 

51% of the enlarged share capital of 
Caprihans India Limited 

via its subsidiary 

Veremigte Knnststoffwerke GmbH 


October 1997 


A 


UPM 

UPM— Kymmene Oy 

has acquired 

Blandin Paper Company 

from 

Fletcher Challenge Canada limited 


parmalat 

The Parmalat Group 

has acquired 

Ault Foods Limited 


GMAC 


August 1997 


J 


October 1997 


General Motors Ac c ept a nce Corporation 
and 

20th Century Finance Corporation Ltd. 

have formed a joint venture 

GMAO-20th Century Finance Corporation Private Ltd. 

to provide automotive financing in India } 


M&A ADVISORY EXPERTISE THAT DELIVERS THE 
POWER OF CITICORP'S UNIQUE GLOBAL NETWORK AND PERSPECTIVE 


CITICORP & 


&1997 CHtoank, NA. Cifoank, NA. ® regulated by SFA and IMRO. These announcements appear as 8 matter of record only. 
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Using the net; Nikki Tait and Alison Maitland 

Cyberspace grows 
on US farmers 

The agricultural sector is belatedly waking up to the 
advantages of internet use in spreading information 


W hen com borers 
European 
moth larvae 
which can 
wreak havoc on crops - 
began to infest the US grain 
belt this summer, farmers 
found a new way to fight 
back. Pooling information, 
they posted messages on the 
Internet, detailing how the 
critters were travelling and 
what sort of crop protection 
techniques seemed to work. 

It was a good example of 
the potential cyberspace 
offers the form sector. Yet 
such co-operation is rela- 
tively new. The US may be 
the hotbed of computer- 
based innovation, but the 
country's size and regional 
diversity means technology 
take-up can be patchy and 
protracted. 

Nowhere has this been 
demonstrated more clearly 
than in agriculture. In its 
first “cyberspace 1 ' survey 
earlier this year, the US 
Department of Agriculture 
found that about 38 per cent 
of the 34,000 forms surveyed 
had some form of computer 
access. Just under one-third 
- 31 per cent - actually 


F ew things are more 
important to formers 
than the weather. So 
with one eye on the clouds 
and one on the internet, 
Michael Seals recently made 
an early start to sowing com 
on his form in Derbyshire to 
escape impending rain. 

“The weather service said 
it would rain at 2.30pm and 
it started at 2.15pm," he 
says. “We made a lot of 
progress before it began." 

Mr Seals is one of a small 
band of British formers who 
are keen users of the net He 
belongs to the Rural 
Business Network, an 
intranet which packages 
information and advice for 
the industry. 


owned or leased computers. 

About 13 per cent used the 

internet. 

Those numbers were a 
shade below statistics for the 
population overall: 35-40 per 
emit of US households are 
estimated to have comput- 
ers. and approximately 15 
per cent internet access. But 
in comparision with the US 
business community, the 
form sector was a poor sec- 
ond. A recent National Small 
Business United survey 
found that around 43 per 
cent of the small and mid- 
sized companies questioned 
now used the internet for 
example. 

Even more striking were 
the regional, differences indi- 
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rated by the USDA report In 
New Jersey, more than half 
the forms had computer 
access and almost a third 
used the internet. Western 
states, such as Idaho, Utah 
and California, where large- 
scale farm operations are 
prevalent were also well up 

the technology ladder. 

By sharp contrast, only 
one-fifth of forms in Louis- 
iana and Mississippi boast a 
computer, and a paltry 4 per 
cent had the means to surf 
the net. Even in Wisconsin, 
heart of the US dairy indus- 
try, the percentage of forms 
with internet facilities 
r emained in single digits. 

These findings do not sur- 
prise farmers, farm groups 
and agricultural suppliers, 
however. Most say it is only 
in the past 18 months that 
the farm community has 
begun to use cyberspace in a 
meaningful way - although 
this is changin g quickly. 

In part, this fairly slow 
response can be explained by 
shortco ming s in the telecom- 
munications infrastructure. 
William Stewart, a native 
Iowan who runs the Chicago 
Board of Trade's website. 


remembers returning to his 
home state . and noticing that 
local telephone companies 
had suddenly begun to 
advertise internet facilities. 
That was only a year ago. 

Rick Bush, in the Chicago 
office of the American Farm 
Bureau Federation, the form 
lobby group, agrees. “Inter- 
net use has really developed 
in. the last one to two yean, 
as smaller rural telecoms 
companies have promoted 
services,” he says. “Two 
years ago, it was very diffi- 
cult or expensive to get con- 
nected”. 

As a result, many formers 
still depend on older-style 
satellite-based services for 
their basic information 
needs. The biggest tradi- 
tional supplier of news to 
the form sector in recent 
years has been Data Trans- 
mission Network, a quoted 
company based in Omaha, 
Nebraska. It pumps out a 
mass of daily information, 
from commodity prices to 
weather forecasts, for 
around $50 a month. 

DTN concedes that inter- 
net-based information 
sources, if available free. 



could present competition. 
But. for the moment, John 
Erikson, marketing director, 
thinks the satellite supply 
system has an edge in terms 
of convenience. A busy 
fanner, he points out, needs 
to be proactive if he wants to 
download information from 
the net, and may have to 
wrestle with a number of dif- 
ferent sites and slow connec- 
tions. The satellite feed sim- 


ply arrives. 

DTN, he adds, has intro- 
duced an Internet-based ver- 
sion of its satellite service 
(also fee-based). But this has 

attracted only about 1,000 
customers, compared with 
118,000 subscribers overall 

Stm, the situation is evolv- 
ing fast For example, quotes 
for most major agricultural 
commodities, with just a 10- 
min nte reporting lag, can 


now be found free on the 
internet. The Board of 
Trade, the largest futures 
market says it gets twice as 
many “hits" on grain prices 
as it does for its most- 
heavily traded financial 
products. At harvest time it 
was registering up to 15,000 
hits a day for com prices. 

“For the financial commu- 
nity, there always been 
a lot of data sources, but the 


Promising outlook for on-line weather service 


ft has gained about 400 
subscribers in its first year, 
but this is less than half the 
1,000 targeted by the 
network’s founders - the 
National Farmers’ Union, 
the Country Landowners' 
Association and Adas, the 
forming consultancy. 

“We’re disappointed but 
not disheartened,” says Ian 
Dalzell, NFU director of 
services. Two forming 
magazines have launched 
internet services in receit 
months. “The marketplace is 
hotting up and people want 
to be sure they’ve made the 


right decision,” he says. 

The eventual aim of the 
NFU and CLA is to use the 
network for a dialogue with 
members. For now, however, 
the most popular service Is 
the weather, which provides 
regularly updated forecasts 
for 90 regions across the UK. 

The next most used 
services are cash and futures 
market prices, and e-mail - a 
particularly cost- e ffect i ve 
business tool for those in 
remote locations. 

Farming On-Line, the 
internet company that 
provides the Rural Business 


Network and other 
agricultural services, has 
gained about 3,000 
subscribers since it set up 18 
months ago. 

Jo nathan Jackson, the 
marketing manager, says the 
company has been 
approached for advice by 
agricultural organisations in 
France. Germany, Sweden, 
the Netherlands and 
Belgium. 

He says 85 per cent of the 
information offered by 
Fanning On-Line Is not 
available elsewhere on the 
net - for example, daily UK 


livestock market prices. Too 
few agriculture-related web 
sites have progressed beyond 
advertising. ' 

Moreover, the company 
believes only a quarter of 
the country’s 80,000 foll-time 
formers have computers. 

Farmers' use of the net in 
much of the European Union 
appears to be even mare 
embryonic. Shelby Matthews 
of CoparCogeca, the EU 
farming organisation, says 
the UK, Sweden and 
D enmar k are most advanced 
in using the technology. 

- She runs Agri Info, a web ■ 


service for national formas’ 
unions, and has found that 
unions in Greece and 
Portugal do not yet have 
internet access. 

The Dutch formers’ union 
is trying to set up e-mail 
ifnkfl with its regional offices 
as a first step to offering a 
service to individual 
members. Dutch cattle 
markets have begun to 
organise auctions via the 
internet 

Use depends heavily an 
access to computers. Nearly 
half of Swedish fanner s are 
-estzmated"to use the internet 


because small businesses 
need computers to file 
accounts, says Katarina 
Gfflblad, a consultant for a 
large Swedish grain 
co-operative. 

But in contrast to the UK, 
Swedish formers find a 
paucity of companies 
offering web services. She 
favours a common European 
service based on the 
Farming On-Line concept 
“If you solve a problem for 
one farmer in Europe, you 
solve it for all the formers.” 

Another factor delaying 
intenfe&tiseri&tfieage/Of - 


fonn community didn't bam 
this information.” says Sfew. 
art, 

increasingly, too, Targe 
form suppliers are begtening 
to jump on the bandwagon. 
John Deere, the agricultural 
equipment supplier, says ft. 
is shifting away from satel- 
lite-based communication 
with its rural dealers, to the 
internet. Wisconsin-based 
Case, one of its main mats, 
has been providing software 
to customers of its. more 
advanced products, such at 
yield maps, which can; be 

downloaded via the net 

A handfiU of form-related 
organisations has even 
began to explore electronic 
commerce opportunities^ 
Cattle Offerings Worldwide, 
a North Carolina-baaed 
organisation, is one: it 
already runs a matching ser- 
vice for buyers and setters of 
livestock and, this week, pro- 
vided internet feed for the 

first time to a live auction of 

Jersey embryos taking place 
In Kentucky, receiving bids 
electronically from around 
the world. 

But the internet, with hs 
combination of easy accessi- 
bility and user anonymity, 
may have its limits, too. Pio- 
neer Hi-Bred Is one or a 
growing number of US seed 
companies to offer genetical- 
ly-engineered products,' This 
is a controversial and com- 
petitive business at present. 

The trouble with the inter- 
net, says the Des Moines- 
based company, is that you 
can rarely be certain who is' 
really asking about what, 
“Our business is increas- 
ingly involved wfth biotech- 
nology. To put that kind ' of 
very specific information on 
the internet is not appropri- 
ate.” it says firmly. 


formers. More than half of 
EU formers are over 55 and 
many view new technology . . 
as being not for than but for 
their children. 

Those who overcome 
techno-phobia can gain a 
competitive edge. Mr Seals 
in Derbyshire saved £3,500 
on a grain deal by watching 
market movements and .... 
selling forward an a fixed ' 
price contract Just before ’ 
prices turned down. 

He believes e-mail, too, 
will come to be seen as an 
easy and accurate way for 
formers to transmit data to 
government, for example oa 
animal movements. “Sooner 
or later the rise fin int 
use} wlB* befoiriy mete 


CONTRACTS & TENDERS 



In the Name of God 

Mobarakeh Steel Company (MSCO) 

Invitation to Tender No: 76/48138454 DTD: 20/10/1997 

Notice to Bidders: This tender announcement supersedes die previous tender as dated above 

Mobarakeh Steel Company affiliated with National Iranian Steel Co. and Ministry of Mines and Metals, is an integrated steel 
plant wife the annual production capacity of 2.4 mfllioo tons of flat sieel products, intends to procure a quantity of catalyst 
reformer tubes for D.R. plant as per hereunder-mentioned specs: 

- Quantity: 468 pcs 

- Dimensions: Length = 9550 mm ±10 

Ext Dia. = 224mm 

Int. Dia = 200 mm 

Therefore, since tender documents are ready to be dispatched, all manufacturers and potential bidden who are Interested to 
supply die above-mentioend reformer tabes are instructed to: 

a) Deposit 500 (five hundred) US dollars to account No. 138, Bank Markazi Iran, in tbe name of Mobarakeh Steel Company, 
(only foreign based suppliers and tfadr representatives in Iran). 

b) Deposit 1.500,000 (one million and five hundred thousand) rials to account No. 90023 Bank Metti Iran, in the name of 
Mobarakeh Steel Company. (Only local/Iraman Companies). 

Note (1): 

- Terms of payment shall be by unconfirmed irrevocable L/C to be opened in an Iranian Bank. 

- Bank charges and fees of inspections outside Iran shall be borne by the supplier. 

- Tbe most locally manufactured offers shall have top priority. 

- Subject reformer tubes should be supplied according to the tender specifications along with all accessories. 

After studying and reviewing ail offers, MSCO shall reserve the right to select any of fee offers or reject them all. 

For collecting tender documents, please cake not of herebdow-menttaned alternatives: 

I All participants Oocal and international suppliers) could personally refer to the fallowing address and collect tbe tender 
documents against submitting tbe Bank receipt of tbe above fees. 

II All participants (local and international suppliers) who would like to collect the tender documents by mail (DHL) are 
required to fox tbe above bank receipt to tbe given address, and send us the original copy of DHL post as well, along with 
their exact address for mailing die tender documents. 

Note (2): 

1 Delivery or mailing of documents shall start from Saturday 25/10/1997, whereas, die offer should be returned back to us at 

most till 30/1 1/1997. : 

2 Should any supplier wish to pay a visit to MSCO’s production line prior to delivery of the subject offer he is kindly 
requested to contact our plant engineering Dept, for co-ordination. 

Address: 

- Plant facilities and spare parts division. Purchasing Dept, Mobarakeh Steel Company (MSCo), 15 bn southwest of 
Mobarakeh, Eng. SbamsaeL, PO Box 167 Isfahan, Iran TeL* 009M3355-3643 & 3630 Fax: 0098 031 327512 

- Engineering Dept., Eng. Ali Asgarian 

Tel: 0098 03355 3694 & 3692 Fax: 0098 33S5 3676 

Mobarakeh Steel Company 


No. 00*918 of 1997 
IN THE HXSH COURT OP JUSTICE 
CHANCERY DIVISION 

COMPANIES COURT 

IN TBE MATTES OR 
BUSOUCBBBLLLSUaiED 
-•ad. 

IN THE MATTER OK TBE 
COMMN7E5 ACT 1JW 
NOTICE IS HEREBY GIVEN tins Ota 
Older of Ac Wgh Court of Andos 
(Chancery DM*«) And 29A October 
1997 wofinrtnj dr erreOatl on of Ac 
c*>a*l iBdenuutm menu of Ac ■bare- 
HMd Cbmpny In Ac wm of £3J8&234 
wat leroensd b* dr Registrar of 
Canynca on N ove mb er 1977 
DATED Ait I2A«Hy ofNmnter 1997 
Album Morris Crisp. 

Brodvaft Hone. 

5 Appotd Street. 

Loader) EC2A2HA 
SotJdmn tot Ac Cempmy 
Reft UMHMSSBOOannilMM 

Safldm dor Ac ebore man! Cuu^miy 


BUSINESSES FOR SALE 


Appear in the Financial Times 
every Tuesday, Friday and Saturday. 

For further information, or to advertise In this section, 
please contact 

Marlon Wedderbum on +44 0171 873 4874 
or Melanie Miles on +44 0171 873 3349 


NetOiarmel 
in internet 
TV launch 

Despite lower personal 
computer prices, home PCs 
and internet access remain 
a purchase that many 
households simply cannot 
afford - or find too complex 
to use. 

NetChaxmel, a startup 
backed by Herman Hauser, 
co-founder of Acorn 
Computers, is seeking to 
plug this gap by offering 
what it claims is Europe’s 
first mass market 
personalised internet TV 
service. 

The company, 
headquartered in the US 
but with a UK-based 
subsidiary, has launched a 
£14J9S-a-month service that 
offers subscribers easy 
access to internet e-mail 
and the web via a £300 
NetStation set-top box. This 
plugs into a standard 
television and a telephone 
line. 

Users are offered a 
selection of “best of the 
internet” sites selected by 
Netchannel’s editorial team 
and can personalise fhair 
own service. 

Access to the NetChannel 
service is controlled 
by a chip-based 
“smartcard” which plugs 

into the NetStation and 
contains the subscriber's 
details. 

NetChannel UK: tel 0171 
S91 7000. 

tmow.netchoTineLco.ttk 

Centralised 
server makes 
a comeback 

Since the late 1980s, 
enterprises have invested 

heavily to distributed 

computing, based. around 
large numbers of servers hi 
individual business 
departments. But the past 
year or so has seen the 
beginnings of a trend 
towards consolidation, with 
a single centralised server 
replacing several smaller 
ones. 

Consolidation been 
estimated to cut the costs of 
enterprise computing by as 
much as 35 per cent, hot to 
be folly effective a 
centralised server must be 
able to run multiple 
applications. 

Until now Unix servers 
have been limited largely to 
running single applications, 
but, according to UKbased 


Watching brief 



ICL, their days are 
numbered. It is launching 
Policy Scheduler, 
which aims to maxmrise the 
cost savings from 
consolidation. 

Normal Unix schedulers 
are “fair" — they allocate 
processor time rigidly to 
each application. IGL's 
package allocates resources 
by business need. A 
transaction processing 
application such as a cash 
transaction, for 
example, receives 
a high policy and thus more 
resource than batch 
processing applications 
meh «« hank- s tatement 


Id. has patents pending 
for Policy Scheduler. 

Peter Shnrid at Id* UK 
tel (0)17S3 555340, email 
p.moleorid@fs00Ltoms.id. 
comJc 

Software 
signs up 
handwriting 

Fed-np with baring 

computer typefaces? Help is 
at hand. 


Formula Solutions, the 
UK-based developer of 
TrueType logos, symbols 
and signatures ha* 
launched Personal Font, a 
TrueType handwriting font 
that allows Windows and 
Mac personal computer 
users to write and print in 
their own handwriting. 

Formula clai ms the 
enstomemade font 
reproduces an individual’s 
handwriting, including the 
exact way they shape and 
connect letters. 

Personal Font varies the 
shape of each letter 
depending on those around 
it, making the software 
“the most 

realistic handwriting 
software is the market”. 
Personal Font can be used . 
to personalise any business 
or private documents 
created using standard 
applications, and a 
signature can be added 
making it ideal for users 
wanting to sign fax 
messages. Personal Font 
costs £140 excluding 
VAT. 

Formula Solutions, UK: tel 

(0)181 352 4444, 
rmma Jornada, ca.uk 


BackOffice 

operations 

checker 

Techniques used in the 
manufacturing and process 
Industries for monitoring 
production are being 
introduced to Increase the 
efficiency of investment 
bank bade office 
operations. 

New York-based CSK 
Software has launched 
PaceMaker, which works 
hand-in-hand with a bank's 
processing systems to give 
a complete view of trades as 
they are processed. It 
Identifies potential errors 
and bottlenecks, and helps 
allocate the work to fix 
problems. 

The technology is 
internet-based, enabling 
access from anywhere, and 

dit tlrllmli wg throu ghput tha 

organisation the ability to 
identify and resolve 
problems quickly. 

Kofo Are at CSK Software, 
UK: tel (0)171 815 5200, 
e-mail 



Cleanliness next to godliness 

This church window in Lille, France, could benefit from a 
European Uhion-funded project to develop laser technology 
quick enough to dean about 10 sq m an hour. Current 
technology is slow and only suitable for sculpturesand 
laser beam quality is affected by temperature. Embedded 
neural networks will be developed by UK-based Neural 
Computer Sciences to provide the laser control and guid- 
ance correction system for the prqject 
Neur al Co mputer Sciences, UK: tel- (0)1703 687775^ fox 
(0)1708 663730, web www.ncs.eo.uk - . 


iaebzoww.csksoftuxzre.com 

Scoring well 
on sheet 
music 

The use of the internet as a 
delivery channel for digital 
information Including 
news, share prices and 
software programs grows 
apace. 

One of the latest 
applications will enable 
musicians to purchase 
high-quality sheet music 
over the web for instant 
delivery to their PC 
printers. 

Sheet Music Direct is a 
service developed by Music 
Sales, Europe’s largest 
sheet music publishers. .. 
Visitors to the web site, 
www jsheetmusiedirect.coui , 
can search a catalogue of 
sheet music available for 
sale in their particular 
country an preview a 
printout of the score using 
the free MusicPage 
software. Music is 

purchased with a creditcard 
using sophisticated security 
techniques, and is then 
delivered instantly. 

Music Sales, UK: 0171 434 
0066, tMotomusicsales.Ga.uk 

Compiled by Paul Taylor 
and Andrew Baxter, 
Information am be sent bg 
e-mail to 
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WEDNESDAY NOVEMBER IZ 1997 
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A letter from R. W. 'Tiny' Rowland 

LONRHO - JCI 

lump of coal for Lonrho's Christmas stocking 

Should shareholders look forward to the JCI/Tavistock deal? 




Why not pick up a newspaper and look at South African mining stocks? That's what 
1 do most mornings. Last week's dosing price for Anglo American Coal: the high 
for 1997 was £70. Last week - £32. Anglo American Gold: the high was £49. Last 
week - £27. JCL high for the year 674Vap. Last week - 244p. Randgold: high $8,125. 
Last week - $1.9375. Ixnpala: high £9. Last week - £5.75. De Beers: high for the year 
was £24. Last week - £13.5. Goldfields: high £17. Last week - £10. 

As a Lonrho shareholder, -what would you dedde to buy if you had £183 million, after 
selling off super assets like Lonrho's pan-African sugar estates and Lonrho's 
Metropole Hotels, at bargain prices? Would you sink our capital in the South African 
Tavistock coal mines and pay an unjustified premium to JCI at a time when every big 
South African company thinks of externalising its own investments? 

The market outlook for coal is not favourable, according to Tavistock's own managing 
director There's coal everywhere, better and cheaper and JCI as a company can do 
nothing for Lonrho in terms of. management Just look at their record, the recent 
departure of some of their top people and their troubled gold mines. Can we really 
have sold our cash cows, Lonrho sugar (for £227 million, the best buy Hlovo ever 
made) and the Metropole Hotels (high occupancy, steady sterling income) in order to 
reinvest the resulting capital sum so poorly? 

Will it be good for Lonrho shares? Our shares having come down from 21 7p wallow 
around 100p. Our payment of £183 million sterling will do much for JCI's shares and 
aggressive Mr Kebble and Anglo's director Mr Khumalo. They can be put it in their 
labyrinth. See the chart, and feel the fear 

Shareholders may assume that it's all high finance and the Lonrho board, with Sir 
John Craven from DMG at its head, knows what is best But this board, advised by 
Deutsche Morgan Grenfell, promised shareholder value four years ago and a 
profitable three-way demerger They've been paid millions for their advice. No part of 
that promise has been kept So far Lonrho has only made sales which benefit the 
buyers - our board was even spectacularly outnegotiated by the Libyan Foreign 
Investment Company, which demanded and got £251 million upfront in cash for their 
one third share in the Metropole Hotels. 

Let's face it, the demergers are off, although our board has never informed us that a 
policy once heavily promoted has been sflently scrapped. We have been deceived. 
Prime assets that would have made demergers possible are gone, as is former chief 
executive Bock, the speculative architect of the scheme, who has said 'Auf 
Wiedfrrsehen' anddaken l*80p a share fronr Anglo American without prior 
consultation with the board. Shareholders of Lonrho must look for the same-or-better- 
cash offer for their shares, for the present demands of JQ make it clear that the Anglo 
group and its associates treat Lonrho as a company already within its orbit of control 


Just look at Anglo group dividends and imagine that policy applied permanently to 
Lonrho, as it will be, if the sequence of deals with JCI which the board is about to 
embark on goes ahead. 

The Tavistock coal purchase is not a stand-alone deal, but the first step in a chain 
reaction planned by the financial brains of Anglo. The purchase of Tavistock leads to 
the counter-purchase of almost 30% of Lonrho. The purchase of Tavistock leads to the 
enrichment of JQ and the impoverishment of Lonrho. 

As to the actual purchase of the collieries it's not necessary to be familiar with coal 
mining to understand a poor deal This one is backed by the same team that brought 
you the sale of the Metropole, the never-ending saga of the Princess Hotels and the 
reluctant Prince, and a bargain price for Lonrho's flourishing" sugar estates which took 
32 years to build up. Have you noticed that this week our large textile mills, 
previously the particular responsibility of new chief executive Nicholas Morrell, were 
given away, as they had debts of millions and losses of millions under his 
stewardship? 

After three years, the only positive step taken by Lonrho is an eccentric decision to 
invest shareholders' cash in South Africa. 

The negative policy of our board has been to sell the good assets which I secured for 
you, and to sell them at sometimes ridiculously low prices with unfavourable results 
for Lonrho shareholders (Krupp-Lonrho, Metropole, Lonrho Sugar, Harrisons, the 
Lonrho-Impala Platinum debacle). The results make one wonder if the buyers have 
been writing the price tickets. Now here come Mr Kebble from Randgold and Mr 
Khumalo of JQ, both dependent on Anglo's goodwill, with their festive scheme to 
persuade the Lonrho board to buy some highly geared coal mines at an inflated 
figure, and so fund Mr Kebble's grand purchase of a great slab of Lonrho shares, 
opening the way for cash-strapped JQ to pick over the rest of our assets at leisure. 
The price tag for Tavistock was set to the maximum figure possible without 
automatically triggering an EGM by exceeding 25% of Lonrho's capitalisation. 
Following my protest to The Stock Exchange it now appears that the purchase of 
Tavistock, which brings on the risk of overall control by JQ, will need shareholder 
approval at an Extraordinary General Meeting. 

Yours sincerely 



R.W. Rowland* 

Wednesday, 12 November 1997 

* R W Rowland is the largest individual shareholder of Lonrho pic 


Who controls JCI? 

SIMPLIFIED STRUCTURE* 

*The calculations in the chart opposite are based on publidy available jn f unwliaa which has beat 
obtained from smo te s winds an* be&md to be n&tible. The displayed hrionnattop should not be 
reEed upon since do guarantee for accuracy, completeness, or otherwise can be given doe to a lack of 
complete available lnftKnutrop, which would male* precise calculations possible. 

Sources: 

Circulars (Consolidated Mining, 30 April 1997; Saflife, 2 May 1997; Consolidated Mining, 
17 Jane 1997; Consolidated Mining, 17 Jury 1997; NK Properties (NKP), 17 July 1997 ; Consolidated 
African Mining (CAM), 25 August 1997}; 

McGregor’s Who Owns Whom in South Africa, 1997*; McGregor Information Services (Fty) Ltd; 
Johannesburg Stock Exchange: Registrar of Companies Pretoria, South Africa; Rented BJoombeqp 
Annual Reports (Anglo American Corporation of South Africa Limited; DeBeers Consolidated Mines 
Limited; Anqpikl; JCt Western Areas; Randfontem Estates; HJ Joel). 

Notes: 

1 Md Khumalo is a non-executive director of Anglo American Corporation of South Africa Limited He 
was helped to set up in business by the McCarthy Group, controlled by Anglo American. 

2 SBC Warburg is Anglo American’s and JCTs main investment bank, and has beet involved in the 
advisory, financing and arranging of the ’sale" of JCL and most of the latest related transactions. SBC 
Warburg's 17.92* of CAM, resulting from the so-called 'Craftwise acquisition', has been calculated from 
information provided In the various circulars (see above). 

3 These companies acquired their stakes mCAM through an extremely com plicated web of deals, 
which have been revealed and partly explained in a number of circulars (see about). The companies 
include various Angio-relafed nominee companies (Standard Bank Nominees, Href National Nominees, 
81 Main Street Nominees), as well as dm underwriters of the Saflife rights issue (including toe Anglo- 
related Hosken, Warburg and Southern Life), and various financial institutions (including Southern 
Life). 

4 The lack of transparency In the various deals and co m pa n ies Involved make * precise figure for Ouse 
companies' share of CAM impossible to determine. The calculated figure of 41.11% is based on 
calculations and certain estimates from figures given in the various circulars {set atonr). 

5 Hoskm is said to be controlled by Past National Bank which in turn is controlled by Anglo American 
■(Source: McGregor's, 1997).' 

6 According to calculations based on McGregor information, dated 01/09/9 7. in which companies 
controlled, associated or related to Anglo American are shown to control the calculated figure af 50-9% 
Of Saflife’s share capital before the CAM restroctnring took place (see circular Consolidated African 
Mining 25A97). 

7 The figure of 37% is derived from cdcutafioiw based on McGregor information, on 1SAJ&97, in which 
companies controlled, associated or related to Anglo American are shown to control the calculated 
figure of up to 37% of JCTs share capital. The figure of 17S% is the figure announced pubBdy by Anglo 
American. 

8 Subject to European Comimsrion approval. 


Khumalo Kebble 


African Mining Group 



Bamato Exploration 


Under discussion 


JCTs Significant Assets 


TAVISTOCK | 

1 

I.OXRHO | 

II 


% 
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> "Tavistock is being sold to Lonrho simply because the money JCI will 
receive from Lonrho will go to fund its acquisition of Lonrho's shares. " 

£A STAR 23 OCTOBER 1W 

i "The SA coal industry wot tn for a margin squeeze. It looks like a 
difficult year ahead', ffaoistock Managing Director Mike Rodgers] sard." 

SA BUSINESS DAY, 24 OCTOBER IS® 
i "Ingioe AID David Murray said his c ompany was exp e ct i n g another fall 
in attract prices for steam coal" sa bushes* day. uocmK*,*r 

" It could be that international coal prices, a lot of which art set by 
Australian contracts into Japan, may be negotiated doom. “ 

mutfOAi mas. x October m- 

All the Sooth African coal stocks have lost 40-50% of their market 
valuation during the last year. 

Tavistock, which is financially highly geared, has file highest export 
expos ur e of the South African producers with 63% of its production 
being exported. Therefore it is highly vulnerable to lower 
international coal prices.. 

Dtriker is currently valued by the market at P/E Ratios of 6-7, whereas 
a price tag of R IS-X7 billion for Uivistock would value Tavistock at 
F/e Ratios of 12*13.4, 

Given Che risks of any such deal for Lonrho in the current market 
situation of a downward trend hi international coal prices. The known 
long term synergies of a Dsfkm/Ikvistock bond are insufficient to 
justify giving Thvxrtock a highly inflated valuation. 


i " The cash from Tavistock wiU help pay for this (acquisition of Lonrho 
shares), but selling an asset to a company that you tom control sometime 
in the future mams that /Clean get the assets mtek when it wants to." 

SA STAR. 23 OCTOBER 199? 

Is this almost a case af Lonrho paying JCJ a premium to allow JCI to 

buy Lonrho?" FlNANOAl TIMES. .W OCTOBER 1997 

The failed demerger strategy of Lonrho's board has cost Lonrho's 
shareholders 54% of their investment since March ‘96. The company 
was to be split into three groups (mining, hotels, and Lonrho Africa). 

The sale of Lonrho Sugar to provide dividend cover has killed any 
chance of floating Lonrho Africa, the last of the three promised 
demerger stories. 

According to the Sunday Times 1 , "it is understood Lonrho is ready to 
talk to possible buyers and is likely to reject a demerger of the 
agricultural and motor distribution portfolio.* . 


Ftandal TtoM FT3B.W0 UsINff (MtUytoa) 



"It is a pity that JCI has not really been an empowerment exercise, unless 
you consider Brett Kebble to be one af the previously disadvantaged." 


sob dow. amEXtanntAnacAN\asauKTBA.\x 

SA FINANCIAL MAH. JJ OCTOBER (fWT 


• '..., JCI executive director Brett Kibble has clarified the following: Prior 
to the NKP deal JCI chairman Mzi Khumalo had no direct stake in 
Saflife." M suKDAYTliUS. 9 IWEMBER 1 tT 

9 "At the date <rf issue of tkis circular, the beneficial and mm-beneficial interests 
of the Saflife directors in Saflife. shares were as follows: M G Khumalo, 
BerufkhurDmch&3959& shares , ? 10.7% (Percentage af issued capital)" 

SAFUFt JJM7TED. OSCULAR TO MEMBER! I MAT BAH. iTUCt TV THE NKP- MALI 

(A) Ando's influence over JQ after the Saflife deni, according to McGregors-' sfiD appears to be about 
37% of JO via various shareholdings held by companies cantmfled. associated or related so Angie 
Aaimran including ce rt ain nominee companies’ arid pension funds of their own group. 

(B) The main assets of JG (Western Areas, Randfontrin Estates and Joel) appear to have Anglo 
American as a substantial shareholder of more than 30% in toe ease of Western Areas and 
Randfontein Estates. Anglo therefore would be the main beneficiary (besides JG) of any 


'Swxhy linen 5 Goober 1997 


(C) Angto American has a number of their key executive board members on ite board of JQ which 
seems to give than the majority in any vow. 

(Dj ta August 199? Angk) American and its associates together with SBC Wartxffg (Anglo Amencan’s 
investment bank) seemed to conirol the major part of Saflife, whidi was defined at that time to be 
the conti^H^ shareholder ofJG and was supposed to be cooirofled by Mr Khumalo t Mr KebMe. 

(E) Haring introduced the Consolidated Afritun Mining (CAM) structure to Ihe web above JCL it has 
become obvious flat Consolidated African Mining, which is supposed to control Saflife. which is 
supposed to control JQ is not controlled by Mr Khumalo and Mr Kebfcte. 

: McGregors, 1 September 1997. 

’These nominee companies npKseut Anglo’s IV Bees’ shareholdings in various companies, whkft are either 

meaotes of the AmIo Grams rf are known to have Angto De Bmo as major shiiehddeni. 

"McCregm. IS* August 1997. 
























Strong inflation data hit gilts 


GOVERNMENT BONDS 


By Samer bkandar 


UK gilts suffered from the 
release of stronger than 
expected inflation data for 
October yesterday. The 
December long gilt futures 
contract closed jj§ lower at 
U7% and the short sterling 
contract fell 0.07 to 92.31. 
reflecting expectations of a 
farther 25 basis point rise in 
interest rates by year-end. 

In the cash market the 
10-year yield spread of gilts 
over German bunds widened 
by 8 basis points to 116 
points, its highest level since 
September 25. 

The retail price index rose 

0.1 percentage point in Octo- 
ber from the previous 
month, pushing the year-on- 
year rate to 3.7 per cent, 
from 3.6 per cent. 


The core index, which 
excludes mortgage costs, 
also rose by 0.1 percentage 
point year-on-year, to 2.8 per 
cent. 

Economists at ABN Amro 
Hoare Govett said the statis- 
tics led to the “conclusion 
that continued above-trend 
expansion In service indus- 
tries is generating inflation- 
ary pressure". 

They also predicted a fur- 
ther rate rise “if signs of a 
slowdown are not suffi- 
ciently forthcoming". 

Traders said the market 
remained fragile In anticipa- 
tion of the Bank of 
England’s quarterly inflation 
report, which will be pub- 
lished today. 

GERMAN BUNDS ended a 
quiet session mostly 
unchanged. In London the 
December bund future set- 
tled 0.03 lower at 10226. 


Gazprom bond 
issue postponed 


By Vincent Boland 


Gazprom. Russia's natural 
gas monopoly, yesterday 
postponed a convertible 
bond issue because of “insta- 
bility on International finan- 
cial markets". 

It said it would seek to 
revive the issue in the first 
quarter of next year, subject 
to market conditions. 

The bond issue, which 
would have raised up to $lbn 
in a public offering, would 
have been the biggest out of 
Russia so far. It was due to 
have been issued before the 
end of the year through lead 
manager Goldman Sachs. 

Much of the preparatory 
work had been done but Gaz- 
prom had not decided on a 
final size and had not begun 
marketing the bond to poten- 
tial investors. 

Its initial plans included a 


public offering of between 
$500m and Jlbn, with a sepa- 
rate tranche of unspecified 
size to be sold to a strategic 
partner, most likely a for- 
eign investor. 

The decision to postpone 
the bond was not a surprise. 
The stock market turmoil of 
recent weeks has hit emerg- 
ing market issuers hard, and 
several Russian debt offer- 
ings have already been 
pulled. 

Bankers said emerging 
market issuers that did not 
have immediate need for 
new finance were wise to 
hold off. 

“If an issuer can afford to 
be patient It can effectively 
get better terms by waiting." 
one banker said yesterday. 

Given the size of the bond 
issue and the high profile of 
Gazprom and its chairman, 
Rem Vyakhirev, the com- 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

(tad Bd M EfayctigWkchg Month 

Mev 11 Dae Coupon Price YWd vtetd yMd chg vrtd 


AmtiMa 

03/99 

10/07 

62501014115 
10400 1280407 

448 

842 

+042 

+041 

+044 

-044 

-0.12 

-030 

-146 

-1.15 

Austria 

09/90 

07/07 

7.000 1043)300 
5.825 99^500 

448 

540 

+041 

+O.10 

+042 

+047 

+042 

+141 

-049 


7400 10X5304 
6250 103 5802 

4.000 1005700 
72» ngjooo 
B.000 1022100 
7500 106A0Q0 

11500 1075200 
7250 1QM050 
7500 104.7300 
6.750 1075000 
5500 985800 
6500 B7.1B00 


+055 -009 
- +052 


3500 98.7400 
8.750 1075800 
0500 102.7000 
0500 1035300 


8250 1005000 
8500 1125000 


8500 1015800 
8250 102.1400 
6.750 1042200 
7250 1072200 


4500 1008300 
4500 1172600 
3500 109.1900 
3500 115.8000 


7500 1045500 

5.750 1015000 
6500 952046 
0500 1Q8-7S4S 

9.000 105.1400 
0.7501005000 
B500 1Q42801 
65251045259 

7.400 1035306 
7.350 1094201 
11500 1065020 
8500 1115780 

4.000 1024600 
4500 1005000 
6500 985391 

6.750 995406 
7250 1042188 
8500 1175750 


5575 100.1560 
7250 1 07.1640 
G.125 1015410 
6275 1035427 


5500 1002900 
5500 875200 


London dooms- *Nnr York mum a*. Some; HneM CeuVFT Momaflo n 

Ytotta: Local maritar sundaidMnuam yMd basis. Ytafcta fliw+n tor My kxduda nM mUr n 
tv a 125 per can paysUo by norrawkntt. 


10 YEAR BENCHMARK SPREADS 

Sprssd Spread 


Spread Spread 



BW 

VB 

VS 


BU 

V* 

IB 

Austria 

S.Q2 

+040 

+012 

ItwZriM 

047 

♦1.® 

♦077 

Auamn 

5® 

+C46 

-OZZ 

Norway 

540 

+0.18 

-0.10 

Bofttum 

5.74 

+0.12 

-o.ia 

Portugal 

804 

♦0*2 

♦an 

Canada 

S40 

-0.12 

-040 

Strain 

840 

♦038 

+O10 

Danrswl* 

613 

+031 

♦023 

SaMden 

849 

+0.77 

♦O+Q 

F«and 

540 

+018 

-010 

lAZBrtauJ 

340 

-IB* 

.222 

f+mica 

5£4 

+002 

•040 

UK 

807 

+145 

+077 

Gamma 

542 

- 

-028 

US 

540 

♦028 

- 

Mtind 

6.10 

+048 

+020 

ECU 

579 

*017 

-an 

My 

0.10 

♦054 

+020 

SnroK interacdw DaaTT taAnnstlon 

Jstoan 

1.74 

-348 

-4.10 

London doattp. 



^tiulwnJa 

540 


-03d 

Anutod yMd 

boats. 




EMERGING MARKET BONDS 


Day's Mth’s Sprd 

Rod S&P Bid Bid «hg« chgs VS 

Nov 11 date Coupn Rating price yield yfci yid US 

■ amore 

Croatia 02/D2 7.000 BBB- 952697 823 +0.10 +056 +251 

Poland 07/00 7.750 BBB- 102.7456 8.57 +021 +053 +079 

Russia 11/Di 9250 BB- 97.1820 10.13 +020 +017 +452 


■ LATIN AHBBCA 

Argentina 01/17 11575 BB 972368 11.73 +0.10 +229 +5.70 

Brazil 11/DI &87S BB- 875589 0.64 +020 +1.72 +353 

Mexico 01/07 9.875 BB 994106 197 +014 +1.40 +4.07 


■ ASIA • 

China 07/06 7.750 BBB+ 102.7488 720 +0.10 +02S +1.42 

Rtfppfnes 10/16 8.750 BB+ 872612 1025 +0.10 +1.41 +424 

Thatand 04/07 7.750 A- 842205 1025 +029 +227 +4.4$ 


■ AFRtCA/MSOLE EAST . 

Lebanon 07/00 9.12S H8- 

South Africa 12/89 8.5B BB+ 

TUXay 05/02 10.000 B 

■ BRADY BOWS 

Argentina 03/23 5500 BB 

Brad 04/24 5250 BB- 

Mexico 12/19 0250 BB 

Venezuela 03120 6.750 B+ 


101.7585 824 +051 +064 +255 

1052966 6.85 +0.10 +003 +1.12 

1005394 9.82 +0.10 +1.14 +4.00 


66.8482 9.44 +020 +124 +334 

642844 958 +020 +124 +355 

77.4661 853 +0.10 +053 +248 

025649 8.50 +0.10 +056 +244 


Market participants 
shrugged off a DMl7.3bn 
downward revision in proj- 
ected tax revenues for this 
year. 

“There should be no effect 
on interest rates." said ana- 
lysts at UBS in Frankfurt. 
However, the Swiss bank 
added that the shortfall 
would rule out the possibil- 
ity of tax relief and would 
maintain the pressure on 
public budgets. 

ITALIAN BTPS rose 
slightly, with the London- 
listed December BTP future 
closing at 111.53, up 0.06. 
hi the cash market the 10- 
year yield spread of BTPs 
over German bunds tight- 
ened by l basis point to 
64 points. 

The Italian treasury 
announced details of Fri- 
day's bond auction. A total 
of L4500bn of new paper will 


be issued in two tranches, 
comprising Ll,5Q0bn Of five- 
year securities with a 5.75 
per cent coupon and 
LS.OOObn of 30-year bonds 
paying a &50 per cent cou- 
pon. 

SPANISH BONOS also 
closed slightly higher. The 
December bono future set- 
tled up O.iO at 103^, while 
in the cash market the 10* 
year yield spread of bon os 
over bunds narrowed by 2 
basis points to 43 points. 

Analysts said the direction 
in most markets would be 
dictated by today’s meeting 
of the US Federal Reserve's 
Open Market Committee. 
They also attributed yester- 
day's lack of direction to the 
closure of the US market for 
the Veterans' Day holiday. 

Alan Greenspan, chairman 
of the US Federal Reserve, 
hinted during the summer 


that monetary policy might 
be tightened in anticipation 
of possible inflationary pres- 
sures. 

However, analysts said 
yesterday it was unlikely the 
Fed would raise interest 
rates while the financial 
markets were still recover- 
ing from the turmoil of the 
past few weeks. 

Some economists also 
believe that the fall in the 
US unemployment rate to 
record lows does not neces- 
sarily revive inflationary 
fears in the current eco- 
nomic environment. 

“There is still virtually no 
pressure for the Fed to alter 
monetary policy, ” said Brid- 
gewater Associates, a US 
bond and currency trading 
house. “Bond markets have 
been gradually learning 
about the new era of non- 
volatile monetary poHcy." 


Scania 
agrees 
$1.85bn 
loan deal 



IBCA to review 
Japanese banks 

. i ic to rnvlii 


By Edward Luce 



Corr 

High profile: Rem Vyakhirev, Gazprom chief, is thought to have wanted to avoid problems 


part y is also thou ght to have 
wanted to avoid a problem- 
hit issue. 

Aside from the bond, it is 
also currently raising $3bn 
through a syndicated loan 


being arranged by Credit 
Lyonnais and Dresdner 
Kleinwort Benson. Presenta- 
tions to participating hanks 
are dne to be held next 
week. 


Gazprom also said yester- 
day that it -expected an inter- 
national audit of its hydro- 
carbons reserves to be 
completed before the end of 
the year. 


Scania, the Swedish truck 
manufacturer, yesterday 
signed a $l-83bn revolving 
credit facility in the largest 
syndicated loan for a Nordic 
corporate so far this year. 

Proceeds from the seven- 
year loan, which was jointly 
arranged by EnsKUda Debt 
Capital Markets and 
i. P. Morgan Securities, will 
refinance Scania’s previous 
visit to the syndicated loan 
market in December 1995. 

An official involved in the 
said Scania wanted to 
exploit the redaction in bor- 
rowing costs since it made 
its last foray into the euro- 
market 

The Sl:7bn loan in 1995 
came at a margin of 17.5 
basis points over Libor plus 
a 2-5 basis point utilisation 
fee. Yesterday's transaction 
comes at an wunnai margin 
of 15 basis points for the 
first five years stepping up 
to 17.5 basis points in the 
last two years. 

Officials also pointed out 
that Scania’s timing was 
both “fortunate and skilful” 
considering it had sewn up 
the pricing just before 
global markets were hit by 
the recent turmoil. “You 
could say that Scania has 
come to the market at a 
time when pricing is at its 
lowest level," said one offi- 
cial in London. 

Nevertheless the loan, 
which involved a 28-strong 
banking syndicate, proved 
popular with lenders and 
was stepped up by $150m to 
reflect strong demand. 

Officials said Scania had 
narrowed the syndicate 
down from an initial total of 
41 lenders to 28 in order to 
focus an ltB core “relation- 
ship banks". 


EGA. Europe's UtftfoT 

the individual ratings of apaaKe strength- 

The agency. whuair^^y York credit rating 
5S£3?52 jW' ban* were' umler/ «**• ■ 

SSs-rra 

"Anitas to IBCA 's estimates. 

wiped oat by the eoltope* ta 

SSnSe share prints. The fall in the stock jaa^et could 
taardlv have come at a worse time for Japanese banks , 
which are fully occupied with reserving non-performing 

l0 /J^ have to increase loan-loss pro- • 

visIS^whlSwuId further erode 
on capital, it said. But the agency, which 
distinction between the individual financial strwwthof 
banks and their general risk of default, said it had no 
plans yet to undertake a general review of ttarovsrtl | 
long-term credit ratings. Japan, it said, remained an AAA , 
country and the largest creditor nation in the world. It 
remained unlikely, therefore, that the country would 
allow any banks to go bankrupt in the next few years. 

Eutooro Luce 


■ ESTONIAN BANKS 

Change in rules on margin calls 


In a move designed to counter further falls in the stock 
market, four of Estonia’s large banks announced yester- 
day that they would no longer call in repurchase and mar- 
gin deals from clients. 

In the past few days investors with repurchase portfo- 
lios had been forced to sell shares held as collateral with 
the banks to meet margin calls, prompting large Calls on 
the Tallinn bourse. The market is suffering from the 
effects of a liquidity crunch, and the local index has plum- 
meted more than 40 per cent since its August high. 

“The statement was an attempt to cool the market,” 
said a local analyst. Hansabank. the largest financial 
group in the Baltics, refused to go along. The combined 
size of repo portfolios in Estonia is estimated to be around 
EKrl.5bn to EKi2bn. The market fell in early trading yes- 
terday. but recovered somewhat to close down 2 per cent 

Matej Vipotnik, Tallinn 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES QMATTF) FftSOO JOO 


US CORPORATE BONDS 


INTERNATIONAL BONDS 


Changs 

HHti 

LOW 

EsL voL Open InL 

+042 

99.14 

98.78 

101^96 

103-281 

+042 

Oft 

98^8 

1.825 

10.267 

+0.32 

9742 

9742 

2 

- 


No* 10 

■ mures 


Bad S 8 P 
data Coupn Ratkig 


Ob/s Mth’s Sped 
Bid ctge ehge v 
yMd yid yid Govm 


■ LONG TBtMFRBiCH BOND OPriONS (MATW) 

Strike CALLS — - — 

Price Dec Jan Mar l> 

98 1.11 052 1-35 0.1 

90 0.73 0.63 157 02 

100 042 0.41 053 0.‘ 

101 022 025 062 

102 0.10 0.14 0.45 1.1 

Eri. «oL Uri. Cris 16J08 Putt 30+00. ProHous days opsi to. 


. CMs loan Putt ao+00. PreHoua days opsi to. Cato 06.829 Putt MM.W. 


Germany 

a NOTIONAL GERMAN BUND FUTURES (UFFE)' DM250400 lOOtha of 100% 
Opwi Salt pilca Change High Low Est voi Open inL 
Dec 102.61 102.58 -053 102.67 10252 35862 249000 

Mar 10153 101.60 -0.02 10153 10150 382 14732 


Pac Bel 

07/02 

7.25 

AA- 

1034675 

827 

+0.01 

-0.13 

+0/48 

NY Tel 

W2S 

7.00 

A* 

97.4024 

741 

-441 

-0.10 

+1.06 

CWE 

05/08 

.800 

BBS 

1084407 

647 

+043 

-816 

+0.97 
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GECC 

05/OT 

8.75 

AAA 

1101898 

6A4 

+042 

-819 

+0.54 

Bene One 

08/02 

745 

A+ 

103.7854 

640 

+041 

-0.17 

+0.49 

US West 

01/07 

740 BGB+ 

1024107 

648 

+042 

-0.01 

+146 

■ HDUSimiALS ' 
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. • i 




WMXTech 

OV99 

645 

A- 

994942 

842 

+041 

+0.15 

+0.62 

Wri Mart 

05/02 

8.75 

AA 

1024001 

643 

+041 

-0.12 

+842 

□nylon Hud 

08C1 

9.70 B%+ 

1274039 

744 

- 

-815 

+149 
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FHLMC 

04837 

7.14 

N/A 

108.7083 

6.18 

+OQ2 

-045 

+048 

SLMA 

03/00 

740 

WA 

103^925 

545 

+801 

-ai5 

+808 

FMriA 

02/18 

a 95 

N/A 

1264104 

843 

-802 

-048 

+048 

FFCB 

08/06 

845 

N/A 

1 18.1388 

818 

+0.02 

-021 

♦048 
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Stone Cant 

02/01 

948 

B 

1Q2.0000 

0.00 

- 

_ 

- 

AKS8 

12/01 

9.13 

B8- 

1044000 

800 

- 

- 

- 

Pactta 

06/04 

10.75 

B- 

1014500 

800 

— 

- 
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■ BUND FUTURES OPTIONS (UFFE) DM250500 points oMOON 


Sirtie 

Price 

Dec 

Jan 

CALLS - 
Frib 

Mar 

Dec 

Jan 

pure — 
Fab 

Me 

10280 

044 

049 

0.61 

878 

048 

1.00 

122 

148 

10300 

0.14 

042 

043 

858 

0-58 

143 

144 

1.69 

10350 

044 

0.12 

049 

0/42 

0-98 

1.73 

140 

2.03 


Ntor YttS ttoring. 

Ott awa a Poor"® Wng b. YMdx sen*-a 


Sauroe: IttewBto t OsMFT tdttnririsn. 


Eat- «oL Mai. Ctfb 7718 Putt 13225. Rmu (tty's open fat. Csto 246032 Pun 2BB8M 


US INTEREST RATES 

Ctase (No* 10) 


■ NOTIONAL GERMAN BUND (BOBU FUTURE* 
(DIB) DM250500 lOOtha at 10096 


Mnarato 

Mur tan Me 

FadJeife 

FaAfcndi st Wtnentt* 


On north . _ 
Tec awn _ 
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Shtottft — 
Opmw_. 


Treasury 80s and Bond Yields 

- ItoanwHH! 

522 Hwjev — „ 

539 10-yv 

5.46 3fry» 


Open Sett price Change Wgh Low EsL voi Open InL 
10340 103.41 -051 103.46 10353 43559 235,407 

102.72 102.72 -055 102.72 102.70 619 37,680 


Nov 11 
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BB 

02/07 

5.750 

AAA 

1002700 

5.71 

♦0.01 

+ooi 

+0.09 

Spain 

01/07 

S.7S0 

AA 

99.7600 

5.78 

- 

♦044 

♦818 

PhBp Mania 

03/04 

5475 

A 

982280 

5.71 

+0.01 

♦0.15 

*025 

ASNAmreFRW " 

03/DS 

3425 

n/a 

965757 

3.61 

♦0.01 

-043 

‘ *0.13 

■ EUROFFP ’. 
Austria 

01/04 

8500 

AAA 

1004000 

540 


+046 

♦045 

Abbey Nst 

02/04 

6.000 

AA 

102.7400 

547 

♦QD1 

+606 

+812 

Cred Fender 

02/04 

9.125 

A 

117.1100 

5.78 

- 

+806 

+0A3 

Abbey Nat FRN 

09/06 

4J10 

n/a 

1002101 

4v48 

- 

+042 

-145 

’■ BmoUHA 

BB 

02/07 

7.000 

AAA 

1064500 

606 

+021 

-0.10 

-008 

Abbey Nat 

02/02 

6400 

AA 

103.6000 

541 

♦042 

-Oil 

♦811 

Waft Dtoney 

08/00 

6825 

A 

1064200 

5.87 

+043 

-834 

+0A3 

Abbey Nat FRN 

03/07 

6000 

AAr 

1014550 

745 

-0.02 

♦817 

♦129 

■ BWJOS 

SB 

12/07 

7425 

AAA 

104.4855 

699 

♦0.08 

+023 

+832 

tVeednerBk 

12/07 

7.750 

AA 

102.4073 

7.40 

♦808 

*025 

♦873 

BBS 

01/07 

8475 

A+ 

105.6222 

740 

♦0.08 

+024 

♦083 

Abbey Nri FRN 

02/02 

7.400 

AA 

99.9284 

6B3 

•0.11 

*022 

+0.02 

.■EUROS. 

BB 

04/07 

7250 

AAA 

10826S1 

644 

-042 

-021 

+044 

ABN Amro 

06107 

7.125 

AA- 

1032492 

668 

-042 

-813 

+876 

Ourirac 

01/D7 

7JXX3 

A* 

1024064 

683 

-042 

-0.12 

♦873 

CtUcorpFRN 

02/04 

5.781 

A* 

967440 

543 

-0.04 

-043 

-042 

■ EUIQCS , 
Bayer L-Bk 

08/04 

9400 

AAA 

7285601 

5.73 

-0.03 

-042 

+0.J7 

Toronto 

05/04 

6500 

AA+ 

11547B9 

543 

-0.02 

-0.15 

♦807 

Bri Canada 

07/99 

10425 

A+ 

1084949 

441 

-0.02 

*0.09 

♦810 

Deutsche B FRN 

08/02 

5475 

AAA 

101.9515 

641 

- 

♦045 

♦801 

■ EUROYRN ■ 
World Bank 

03/02 

5250 
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H7.A500 

1.13 

♦041 

-813 

♦801 

Sprin 

tom 

5.750 

AA 

1 102000 

120 

+043 

-0.11 

+048 

Cred FancM 

08/02 

4.750 

A 

1142014 

1.61 

♦042 

-809 

+849 
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0484 

AA 

100.4217 

027 

“ 
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■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 
(UFFET Ura 200m lOOths of 10096 


UK BONDS 


Open Sett price Change High Low 

111.44 77153 +0.08 77150 117.44 

11148 111.72 +057 111.70 11148 


EsL vol Open hL 
12582 110942 

20 4281 


■ ITALIAN <3CVT. BOW) (BTP) FUTURES OPTIONS (UFF9 Ura200m IQOiha of 10096 


Strike 

Price 

Dec 

■ CALLS 

Mar 

Oec 

- PUTS 

Mar 

11150 

027 

129 

024 

1.17 

11200 

0.17 

1.12 

884 

1A0 

1125D 

0.06 

029 

1.03 

1.07 


FTSE Actuaries Govt. Securities 

Price fadieea Toe Day's Mon Aca 

UK fflWe Nov 11 change 96 Nov 70 iota 

1 Up to 5 yaw (19) 11950 -058 119.62 2 

2 5-15 yearn (20) 156.86 -053 157.70 3 

3 Over 15 yearn (4) 18848 -0.74 190X7 4 

4 Irredeemables (4) 22843 -059 23042 5 

5 Afl stocks (47) 14047 -048 15a 73 3 


Accrued xd ad}. 
Karaet ytd 


1 Up to 5 ywre (II 

2 5-15 yeas £20) 


5 A* stocks (47) 


0-26 5 yre 
953 15 yre 
9.77 20 yre 
050 MtoLT 

947 


UK Indices 

" Lo * coupon |Md — - Modlum coupon yMd • — High coupon yMd — 
Nav 71 Nov 10 YL ago Ww ii Nov io Yr. ago Nov ii Nov io yy, ago 

^ 637 6,86 7M 699 B.88 754 

7-81 s - 63 7-80 6.70 6.82 7.82 

ora Offi 748 8J9 a52 787 6 ^ 8 8,61 7,89 


— Inflation S% — 
Nov ii Nov 10 Yr. a 


Esl voL mat. Cato 12«* Putt a»«+. Pmaa day's opan hU cito 126603 Puts 123044 


Spain 

■ NOTIONAL SPANISH BONO FUTURES (MBT) 

Open Sett price Change Mgh Low EsL vol Open InL 
Oec 10340 103.25 +0.09 10348 103.15 14429 93402 

Mar - 102.78 600 


6 Up to 5 yeore CZ) 2itL28 -0.15 210.68 

7 Over 5 years(1D) 21358 -050 21459 

8 Ad stocks (12} 211.71 -034 21242 


659 Up to 6 yrs 021 323 322 
5.76 Over 5 yrs 3.14 3.13 3.60 

5.78 


— Inflation 10% — 
Nov ii Nqv ip y r. ago 

2-43 2.55 240 
2-92 2.94 3.41 


AMnae yim rmttopUon yttkto aw shewn ttwa Coupon Sendr Usr OJ6-7NN; Hxfait fl+IWK: Higlt TIN end omr. t Rat yWd. ytd Vow id date. 


■ NOTIONAL UK OUT FUTURES (UFFEJ- E50.000 32nds of 100% 


FT Fixed Interest Indices 

5* yjav 10 . ^ 7 " y .i. y . sl iy n*h n«io n» 7 n»8 nous vr M ^ ,«r 

Govt. Sacs. (UK) 9955 9947 9943 99.59 9949 9344 10143 9351 Ftand btfareat 13258 13244 

O F T8E tttt reaaonttljd 1997. Al righa namnmd - far 7997. Qomrment SnartOw Ugh that cartpMl O w 127A0 nSKJI/365, ■ft iff iB^mmff^ n 3 ,.?? 2,27 11S,4? ,3a54 11552 
comotodorc 133.87 (7V01/VL km SOBS pttOI/TS. Beds 10tt Oo«ririrt ISrittas -mSSdiSeilTOBLBE^^y McL tra *™“ ^ ^ 


Open Srttpnco Cfnige high Low EsL vat Open H. 

118-13 117-20 -0^23 118-13 117-18 59029 153468 

118-28 1 1B-07 -0-21 118-29 118-07 1575 35703 
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_ ■ LONG GILT FUTURES OFTTOWS (LBFFE) C30500 64ths of 100% 


Strike 

Price 

Dec 

J31 

CALLS - 

Feb 

Mar 

Dec 

Jan 

PUTS - 
Feb 

117 

0-56 

1-50 

2-10 

2-29 

0-1 e 

0-38 

0-80 

118 

Q-2S 

1-12 

1-37 

1-54 

0-48 

0-62 

1-23 

110 

0-07 

0-46 

1-07 

1-24 

1-31 

1-S2 

1-57 


EsL M. total, C»fe 3505 Pub 1544. Aewoua deyTi o)wn W- Cate 6947a Pdb 29091 


Ecu 

■ ECU BONO FUTURES (MATTF) eCtilCKWOO 
Open 5en(M£ Change High 
OK 9740 9854 +052 96.04 


ShaVOMatoNflMltoH) 
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■ OS TREASURY BOfP WTOS (CST) SIOOCIOQ 32noa of 100% 

Open Sett price Change High Low EsL voL Open tnt 
Dee 117-25 117-30 -0-01 117-28 117-14 75S388 809, 78 1 

MV 117-10 117-21 -0-01 117-19 117-08 63464 117418 

Jun 117-00 117-09 -0-01 117-01 117-00 2JB53 13.452 
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Tnoiltt* 19S8-1 1154 
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Tiett7pe20£ntt 721 
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CURRENCIES AND MONEY 


Yen slides as officials keep silent 


MARKETS REPORT 


By Simon Kuper 


Hie dollar rose above Y125 
against the yen for the first 
time since May 6, as Japa- 
nese and American policy-, 
makers once again made no 
attempt to talk down the dol- 
lar. The yen is approa ching 
its worst level for the year of 
just below Y127. 

The currency has lost 
almost Y5 since October 30, 
hit by Japan’s fragile econ- 
omy, the market crisis in 
Korea, and fears for Asian 
stock markets. Ravi Bul- 
chandani, senior currency 
economist at Morgan Stanley 
in London, said; “Given that 
the offi ciate haven't spoken 
yet, I think the message is 
that they wouldn’t mind the 
yen dropping to YlSQ at the 
minimum." That would be 
required to keep Japan’s 
exports competitive with 
Korea's, given the 17 per 
cent drop in the Korean won 
against tiw itniiar thin year. 


A senior Japanese govern- 
ment official was quoted yes- 
terday . as saying .that 
Japan's Economic Planning 
Agency would unit the word 
“recovery" from its monthly 
report on Friday. The report 
would state simply that the 
economy had stalled. 

The dollar would have 
risen farther yesterday hot 
for renewed attacks on 
emerging markets. Central 
banks in Kong Kong. Korea, 
and Brazil and elsewhere 
sold dollars again in order to 
defend their own currencies. 

The besieged Korean won 
firmed slightly thanks to 
buying by Korea’s central 
bank. Zt rose from 999 
against the dollar to 985. 

The- dollar rose Y1 against 
the yen to dose in London at 
Y125X The pound hit five- 


year highc against the yen, 
closing at Y213.2. The 
D-Mark advanced YO.B to 
Y73.10: The. dollar remained 
inactive against the D-Mark, 
closing barely changed at 
DML711. The Veterans Day 
holiday in the US thinned 
volumes; 
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■ The pound rose above 
JJL70 against the dollar for 
the first time since New 
Year's Day, as UK retail 
price data for October unex- 
pectedly nudged higher. The 
. market now expects the 
Bank of England to increase 
i base rates at least mice mare 
from their present level of 
7.25 per cent 

Short sterling futures con- 
tracts fell sharply yesterday, 
to price in the higher expec- 
ted rates. The March 1999 
contract dropped 20 basis 
points to price in base rates 
of nearly 7.50 per cent. The 
short sterling market is now 
pricing in an interest rate 
peak at above 7.75 per cent 
In June 1998. Shortly before 



last week’s surprise 25-basis- 
point rate rise, the market 
had expected base rates to 
peak at below 7.50 pm cent 

Jeremy Hawkins, chief 
economist at Bank of Amer- 
ica in London, noted that 
conversely, prospects of Ger- 
man rate rises had receded. 

The pound rose 1.7 cents 
against the dollar and 2.8 
pfennigs against the D-Mark 
to $1,704 and DM2£16. 


■ Most currency strate- 
gists forecast further attacks 
on the won. Paul Chertkow, 
global head of foreign 
exchange research at UBS in 
London, said: *T think today 
was a lull before the storm, 
because as we’ve seen In 
every emerging market case, 
only policy initiatives induce 
stability in a currency.” 

The market has recently 
rewarded initiatives such as 
the new Thai government’s 
acknowledgement of the 
country’s financial problems; 
the $30bn-$40bn rescue pack- 
age for Indonesia; and Bra- 
zil’s tough budget measures 
this week. But Mr Chertkow 
said that the Korean won 
and Japanese yen had suf- 
fered partly because their 


governments had apparently 
done little to alleviate eco- 
nomic problems. He said 
Korea must take measures 
to stabilise its financial sec- 
tor, including persuading 
weak banks to merge with 
stronger ones. 

But it was not all gloom 
and doom for Korea. Darren 
Sharma, a Europe-based 
bond credit analyst at 
Society Generate, a bank 
that is heavily represented 
in Seoul, said the country 
retained at least $25bn in for- 
eign exchange reserves - 
more than most in ftp mar- 
ket thought. 
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■ Goldman Sachs has 
worked out that Japan could 
suffer more than twice as 
much as Europe or the US 
from the Asian crisis. 
Exports to Asia account for 
&3 per cent of Japan's gross 
na ti on a l product Exports to 
Asia excluding Japan make 
up just 2.6 per cent of US 
GNP and 2.2 per cent of 
European Union GNP. 
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i 

B 

S 

U 

B 

- 

050 

- 

■ S LBOR FT London 








Mntonfc Rxhg 
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58 

58 

5% 

B4 

_ 


_ 

USDoOarCDe 

— 

5X8 

5X9 

556 

5.70 

_ 

_ 

_ 

ECU Linked De 

- 

4K 

44 

4H 

40 


_ 


SDR Linked Do 

~ 

®3 

38 

3K 


- 

- 
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S uaon Inrartronh fttktg naaa am offered ram tar Siom quoad to the marts! by loir 
Cartraai Horn neon y wtanp day. The banks are; Mare That Bank d Tokyo 
WavOUM, BteUa js and NtfOrtJ V yiUHW r . 

Mid rrere n Ihowi tar Dm Araatc Many Bans US* Ctk. ECU A SDR Unfed Pt * — ^ (Dp. 


EURO CURRENCY INTEREST RATES 

Now 11 Short 7 days One TWw 

(arm notice 


Six 


One 

year 


Btetfsn Franc 3\ 

Danish Krona 3JJ 

German Mart 3?, 

Dutch GUMar 3ft ■ 

French Franc 3ft - 
Portuguese Ebb. 5ft 
Spanish Peseta 5ft 
Stoning 7f t ■ 

Swiss Franc 7ft - 
Canadan Dolur aft - 
USDcdar 5fi • 
natal Lira 6* . 
Japanese Yen ft ■ 
Aslan SSmg ft - 


3A *- su 
3% 3*-3ft 

3ft 3i|-3ii 
3ft 3ft -3ft 
3ft 312-3% 

5ft Sft - 5ft 
5ft 5ft ■ 5ft 
7ft 7ft -7ft 

ift 1ft -ift 

3ft 3fi-3ft 
Sft 5jJ-5H 
Bft Gil - BA 

Si Mt 

to tha US Dolor and Yen, cmra: two dsya 1 mm. 

(MATTFJParis Interbank offered rata 



sa 

3Q 

-3H 

4* 

-3il 

4ft- 

4ft 

aV 

■3ft 

4 - 

3ft 

*x\ 

■ 4i« 

4ft- 

4ft 

sft ■ 

■ 343 

3B 

-3D 

3ft. 

* 

- 

4ft 

3^2 ■ 

■ 3J1 

m 

-3B 

3ft. 

•312 

4A- 

4ft 

3fi 

-3U 

an 

-3A 

3ft. 

•SS 

4ft- 

4ft 

5ft ■ 

■5* 

513 

■5ft 

5ft ■ 

■5 A 

5ft - 

5ft 

4ft 

5ft- 

5i 

sft 

-5,ft 

5 i 

4H 

4*i- 

7i ■ 

V, 

7ft 

-7ft 

7ft- 

7ft 

7ft- 

TH 

1»- 

1.'* 

2- 

1ft 

2A ■ 

■112 

2ft 

-2 

m- 

■3ii 

4 - 

3ft 

4A- 


4,1- 


SB- 

sB 

5tt 

- 5H 

5ft- 

5ft 

8i- 

SjQ 

6H- 

60 

6fi 

- 6a 

6ft- 

<>£ 

5ft- 

SS 

£- 

11 

U 

-,v 

A- 

it 

, 7 .- 

ii 

4ft- 

•4l 2 

4ft 

■4ft 

4ft- 

■4ft 

4ft- 

4ft 



Open 

Sett price Change 

High 

Low 

Est vul Open Int 

Doc 

9&24 

06.23 

+041 

9025 

9642 

11447 

52,482 

Mar 

9545 

95.94 

+042 

95/97 

9543 

9.503 

53406 

Jun 

95.88 

9548 

+003 

95.71 

95.88 

7434 

31413 

■ THUS 

■ MOUTH 

1 nntOMARK FUTURES (UFFQ- DMIm potato of 100% 


□pan 

Sett price Change 

high 

Low 

EsL voi 

Open taL 

Doc 

06.19 

96.17 

-041 

96.19 

96.16 

16697 

295846 

Mar 

9641 

9540 

-041 

95.33 

9548 

21830 

311307 

Jun 

9547 

9648 

-041 

95.67 

9543 

11285 

262011 

Sap 

95.47 

95X6 

-041 

96X9 

95.44 

9417 

202388 

■ OH MONTH HJROMARK FUTURES (UFFET DM3m potato of 100% 


Open 

Sea price Change 

«gh 

Low 

EsL uol Open tar. 

Nov 


08X6 

- 



0 

148 

Dac 


96.16 

■0.01 



0 

6109 

Jan 


9643 

-041 



0 

200 

Feb 


96.12 

-041 



0 

50 

■ THREE MONTH EUROURA FUTURES (UFFET LlOOOm potato of 100% 


Open 

Salt price Change 

High 

Lew 

EsL wol Open taL 

Dec 

93/62 

9347 

-005 

9342 

9344 

11901 

105741 

Mar 

9443 

9449 

-0.05 

9443 

9446 

14032 

109778 

Jui 

9441 

94.80 

-044 

9442 

94.79 

9883 

111075 

Sep 

9445 

9445 

-003 

94.96 

94.92 

2563 

66694 

I1HB 

NORTH EORO SUBS 

; NUIffi FUTURES UFFE) SFrlm pokta o( 100% 


Open 

Sett price Change 

tegh 

Low 

EsL vol 

Open InL 

Dec 

9740 

9747 

-003 

9740 

9745 

5499 

74112 

Mar 

97.70 

9747 

-044 

97.70 

9745 

5973 

54218 

Jun 

9740 

97X7 

-044 

9740 

97X6 

2438 

32955 

Sep 

9742 

9740 

-044 

0742 

9749 

327 

20105 

N THREE MONTH EUROYHI FUTURES (L1FFE) YlOOm potato of 100% 


Open 

Sett price Change 

«9h 

Low 

EsL vol Open InL 

Dec 


99X9 

. 



0 

n/a 

Mar 


99.48 

+041 



0 

rt/a 

Jun 


99X1 

+041 



0 

n/n 

■ TIKE MONTH ECU FUTURES (LiFFE) Eeulm points ol 100% 



Open 

Sett price Change 

High 

Low 

EsL vol Open tat 

Dec 

9542 

95.31 

-041 

9543 

9548 

381 

8770 

Mar 

9544 

9542 

-0.02 

9544 

9541 

197 

8588 

Jm 

9540 

95.17 

-003 

9540 

95.16 

105 

5990 

Sep 

95/10 

96.10 

-044 

95.10 

95.10 

25 

6666 


LUTE Mum too traded on APT 
■ PfftOUMA OPTIONS (UFFE) LI 000m potato of 100% 


Strike 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

— PUTS - 
Mar 

Jun 

9350 

015 

044 

1.33 

008 

005 

003 

*375 

005 

063 

1.10 

n on 

006 

005 

9400 

aoi 

0X3 

088 

044 

0.14 

OOB 


Era vet uaL o«a 5042 pure 2199 . FYavtam du/as open ht, cure 230274 (tare 110610 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Nov 11 BFr DKr FFr 


DM 


NKr 


Ptaa SKr 


SFt 


c* 


Ecu 



Belgtum 

(BFr) 

100 

18X5 

1024 

4448 

1463 

4751 

5X87 

1942 

495.0 

4094 

2121 

3450 

1.863 

3488 

2434 

3544 

2X53 

i 

Denmark 

(DKr) 

■64.19 

10 

0802 

2.628 

1409 

2574 - 

2482 

10174 

2684 

221.8 

11.40 

2.140 

0401 

2.160 

1435 

192.1 

1429 


Franca 

(FFr) 

8146 

1148 

10 

2485 

1.147 

2825 

3488 

1240 

304.8 

2524 

1345 

2X32 

1424 

2X54 

1.744 

2184 

1410 


Germany 

(DM) 

2042 

3406 

3450 

. 1 

0384 

979.7 

1.127 

4487 

102.1 

84X1 

4473 

0815 

0443 

0822 

0584 

73.10 

0406 

.• - 

Wand 

8Q 

S34Q 

9408 

0721 

2404 

1 

2551 

2.935 

1044 

265.8 

2194 

1140 

2.121 

0803 

2.140 

1421 

1904 

1417 


Italy 

H 

2.106 

0388 

0342 

0.102 

0099 

100 

0115 

0X17 

10X2 

041 B 

0X48 

0483 

0435 

0084 

0060 

7X62 

0452 

, _ . . 

Nethartonda (Ffl 

1029 

3476 

2.971 

0887 

0441 

8684 

1 ■ 

3.825 

9046 

7447 

3479 

0723 

OL304 

0729 

0418 

6444 

0X49 


Norway 

(NKr) 

60X6 

9412 

0107 

2.447 

0940 

2397 

2.759 

' 10 

2494 

2064 

1070 

1493 

0839 

2411 

1X30 

1784 

1438 


Portugal 

(Eta 

2020 

3.728 

0281 

0980 

0378 

969.7 

1.10« 

4.003 

in 

8240 

4284 

0798 

0436 

0405 

0472 

7141 

0X06 


Spata 

(PRO 

24X3 

4408 

3460 

1.1B5 

0455 

1161 

1438 

4441 

1204 

100 

5.181 

0465 

0X08 

0474 

0892 

86.60 

0499 

< 

Sweden 

(SKr) 

47.16 

0703 

7.680 

2487 

OB78 

2200 

2478 

9448 

2334 

1934 

. 10 

1463 

0784 

1479 

1438 

1674 

1.157 


Swttaertand 

(Sft) 

2032 

4.672 

4.112 

1428 

0X72 

1203 

.1484 

5417 

1254 

1034 

5488 

1 

0X21 

1400 

0.717 

89.74 

0421 


UK 

(Q 

8013 

11.10 

9.768 

2410 

1.1*0 

2857 

3487 

1142 

297.7 

246/1 

12.75 

2475 

1 

2497 

1.704 

2134 

1X75 


Canada 

PS) 

2549 

4430 

4478 

1417 

0X87 

1102 

1472 

4472 

1242 

102.7 

5421 

0991 

0X17 

1 

0711 

6844 

0618 

USA 


3549 

6413 

5.733 

1.711 

0457 

1677 

1.929 

6494 

174.7 

1444 

7X84 

1404 

CL5B7 

1.407 

1 

125/1 

0458 


Japan 

W 

2021 

0206 

4482 

.1488 

0426 

13(0 

1442 

5490 

139.8 

1154 

5482 

1.114 

0X60 

1.124 

0799 

100 

0.602 


Ecu 


4078 

7422 

6421 

1.977 

0759 

1936 

?4gB 

8.078 

2014 

168.8 

0843 

1410 

0878 

1.625 

1.155 

1444 

1 


DaMsn Ktow. Frencn Franc. Newagan Kmnra. and H aetoh Krenar per IOj Batglaa Franc. Yav Ereuda, Uta 
■ MWK FUTUWtS (IMM) DM 125,000 par DM • 


(1MM) Yan 125m par Yen 100 



Opan 

Latest 

Change 

High 

Low 

EsL vol 

Open InL 


Opan 

Latest 

Change 

High 

Low 

Dec 

04868 

04887 

-04001 

04912 

04857 

21X17 

78,780 

Dec 

04080 

04080 

- 

04087 

OB017 

Mar 

05859 

04897 

+04001 

_ 

_ 

349 

3499 

Mra 

- 

04187 

-04002 

_ 

_ 

Jun 

- 


+04001 

- 

05887 

2 

2459 

jLta 

- 

04325 

+04025 

- 

04325 


Eat. uol Open Ira. 


225 

15 


1438 


■ awm FRANC nmiMK (IM^ Sft 1 26,000 per SFr 


0MM) E62.500 par £ 


Dec 

Mar 

Jun 


0.7223 

0.7290 


0.7224 -05001 0.7255 0.7200 

0,7285 -05006 0.7290 O.T29D 
0.7360 +00006 


11,773 52.117 Dac 

202 2,715 Mar 

2 287 Jut 


1.8030 


1.6928 +00022 1.7080 

15664 +00020 

15770 +00014 


8,678 54.065 

163 627 

1 74 


UK INTEREST RATES 


EMS EUROPEAN CURRENCY UNIT RATES 



LONDON MONEY RATES 

Nov 11 OWF 

night 


7 days 
notice 


Ona 


7hraa Six 
months months 


Ona 

year 


tntreta* Surtng 7ft - 8 7i a - 7ft 7ft - 713 7ft - 7«a 7\ - 7jr 

Storing CDs - - 7ft - 71* 7ft - 7ft 7ft - 7ft 7ft - 7ft 

Traaaay BBta 7ft - 7ft 7ia - 7ft .. ? 

Break Ofe - 7ft • 7ft 7ft - 7ft 7ft - 7ft - 

Load authority deps. 6ft - 6ft 7 - 6ft 7ft - 7ft 7ft - 7ft 7J1 - 7ft 7ft - 7JJ 
Discount Market dope 7ft • 7 7ft - 7 


UK creating bank base lending rata 7ft per'amt from No* 6, 1997 

Up to 1 1-3 3-6 6-fl ■ 9-12 

morflh month inon Th a monOre nwnBre 


4ft 


Carta o( Tax dap. pi 00500) 2ft 5ft 5 5 

Crete at Tax trep. under CiOOOOO h 2ftpc. Depa rere atotoawn torcaehiftpB. 

Aw. render rare ot diaeeum on Wav T. TJiBSpa SIOO toad rare Sag. &panRrarere.toM 
toy Oct 31, 1997. Aimed nto tor parted Mrer 2ft, 1907 to Dec 23. 1997, Bahama re asopc. 
Rnrmnca rare to pannd Oct 1, 199710 Ow *i. 1097. Schaaim W & V7J44pc. Ftama 
Hdum Bbsb Rare Ttjpc kern Ita 1, 1997 


Nov 11 

Ecu oen. 
roles 

Pete 

against Ecu 

Change 
on day 

96 *f- from 
con. rate 

% spread 
v weakest 

Div. 

tad. 

trained 

0798709 

0757721 

-0000368 

-5.13 

aoi 

35 

Italy 

1906X8 

1933X9 

♦3.15 

1.42 

144 

-10 

FMend 

545424 

5.94132 

+040532 

1.49 

046 

-10 

Sptan 

163426 

166458 

+0.151 

147 

079 

-12 

runugm 

197.393 

201.233 

+0426 

144 

051 

-13 

Domnafc 

744555 

740637 

+0.00582 

2.19 

027 

-15 

Prance 

EL45883 

6.60G16 

♦040742 

028 

018 

-IB 

Germany 

142573 

147235 

♦04019 

2X2 

044 

-24 

Belgium 

39.7191 

404862 

+0036 

2X3 

003 

-18 

Netherlands 

2.16979 

242331 

+00021 

2X7 

040 

-18 

Austria 

13J54S5 

134827 

+04133 

2X7 

040 

-18 

NON ERM MEMBERS 






Greece 

295469 

309.464 

+0166 

441 

-223 

- 

UK 

0.793103 

0477405 

-0004654 

-14.59 

1947 

- 

Ecu emnl nia ret by Km Eutpaan Ooramren. Cnmai ■ 

■ ki dwartra mwt*. tteroh. 

Pmqmwdwiftfcif Ecu; « pot*— changN Itm r*Oo 

Ww two »nraem rha pecrereov eatowrea 

brt—i acaai nwrion id Ecu erttni aim » ■ 


earner, aid toe wr ttu r petmlsad perekre daklon d tee c i n ^u. ' yly airekre tree ton to Ecu 
cum ire* 17AWB: 9Mt erepaMlad tan BH Adjotenw# ofeatared by 9» Rato Tmes. 


(UFFS) E500JX30 pdntt d 100% 


■ PMUDUPfOA IS US OFTIOMS 831^50 (carts par pound} 




Open 

Sett price Change 

Mgh 

Lew 

Eat vol 

Open InL 

Dec 

92.38 

8241 

-047 

9249 

. 9249 

21934 

139942 

Mar 

9247 

82.17 

-049 

9248 

92.16 

37863 


Jun 

9247 

82.15 

-012 

9228 

92.12 

34580 


Sep 

9248 

9425 

-0.14 

92.39 

9242 

19308 

75780 

Dec 

9267 

92 40 

-018 

9247 

9247 

11468 

65105 


Strike 

Price 

1580 

1500 

1.700 


CALLS 


Nou 

153- 

1.11 

060 


2.70 

2.17 

154 


342 

2.89 

251 


Nov 

028 

056 

156 


PUTS 


Dec Jan 

T41 258 

154 2.90 

257 355 


Pravtoa rteyte aaL, Cato 190 Pure 88G. Pnre. da/e open he. Cato 3&13S Pure 2R481 


Abo iradad rei APT. A* Qpaa tmraat ip. rea tor.pnraeue «toy- 


■ HUADtaMIk SC D-WHKTS OPTKMIS 0*482500 C5 par OM1 


■ awoifT smtutoa ofttoiw (uffei ssorooo poinra or 100 % 


Strike 

Price 

6225 

8250 

9278 


CALLS 


PUTS 


Dee 
an 
a 02 
0 


Iter 

ai 2 

0.04 

aoi 


Jun 

021 

an 

ao5 


Doc 

0.05 

021 

044 


Mar Jun 

020 031 

037 0.46 

056 045 


Strihe 

Wee 

Nw 

- CALLS - 
Dec - 

Jan 

Nov 

- PUTS - 
Dec 

Jan 

0580 


1.19 

1.52 

Oil 


0.72 

0585 

037 


143 

nefi 

070 

094 

0590 

0.16 

065 

099 

0.55 

0-96 

1.10 


Prenoua itoyta net. Catol43 Pure 620 . Pia«. aayto epen nr., Crib 1 l5ldPure 3«59a 


Eat. rtL toed. Cato l7«0S Pula 27510 I¥re*»ua (toy* open tot, Cato 211180 Pirn 217891 


1 (MM) Sint pcinta o 1 100% 


BASE lending rates 


Mom 5 Company 77S 
AAed tah Sank (G8) 755 
•Henry AKbachv 755 
Banco BBtaoVQcayn 755 
Banhd Cyprus 755 
Bank ol Ireland 725 
Banferdintia 755 
BankdScoMnd 725 
Bordaya Bank 725 
But BkolUM Ofl 725 
•tareiSipkyiCBlJd 725 
CMrenkMA 725 

Qydeadeto Barft 725 
The Co+varttW IW*725 
Court* 8 Co 725 

Cypu* Popular Bank 725 

DumnUmria 725 


EMtorTnWLMtod 625 
mancUBGanBank &00 
•Robert Rarelrg 3 Qo72S 
•QihmMMNen 725 
Habfc Bar* AG Zurich 72S 
•HMbmGar* 725. 
Hartada & Gan IwBl 72S 
C-htoatv&Co -725 
Hongkong 6 Shanghai 725 
lnraMo8ai*{UQLttf725 
JrAvtHodgaBre* .726 
•UppelB Joan* fc Sane 725 
LJoydlBli* 725 

UdamBank .- 725 

725 
740 

ReyilBkofSootard 740 
SooHahVMdomBar* 725 


•Stagora ModftKW 726 
•Sratfia Wfemn Gacs729 
8unBvMngOorpUd725 
TSB 725 

United Bar* tdKuureL 725 
LWtyTiuaBwkPfc 725 
wwiareai yLaktowr 725 
YoriohlraBank 725 


.• MbmDaaoi London. 
hty«mwt 4 D w te S 
AaucUbn 
- InacMnUteDon 



Open 

Lake! 

Change 


Low 

Eel vcl 

Open ml 

Dec 

94.18 

94,18 

-002 

64.18 

94.15 

45240 

530263 

Mar 

94.14 

94.14 

-0.03 

64.15 

94.11 

44048 

429,614 

Jkn 

94.09 

94.08 

-003 

9409 

9405 

37^44 

341.239 

| N US TREASURY BILL FUTURES 0MM) Slip per 1QQH 



DM 

9446 

9444 

-003 

94.96 

9403 

412 

4,718 

Mar 

95.01 

9001 

-0.04 

9502 

95.01 

160 

5076 

Jun 

9444 

9444 

>004 

94.94 

64.94 

18 

530 

N Open tatonat te. n tar mataui tier 





| II B^DMARK OPTIONS (LtFfiE) DMIm potato of 100% 











Prio# 

Nov 

Dec 

Jan Mat 

Nov 

Dec 

Jan 

Mar 

9800 

0.18 

020 

005 009 

am 

003 

0.15 

019 

9825 

0.01 

003 

101 OJX 

009 

an 

036 

038 

9650' 

D 

001 

0 001 

nn 

03e 

a so 

0.61 

967S 

0 

0 

0 0 

058 

n SB 

nnc 

085 

I Era. veL rou, Ctoto i60a Pbb 511. Pmtoos oar* open ul. Cato astTEO pub 3T9900 

1 N . MJRO SWISS FRANC OPTIONS (LtfTE) SFr Iro potato oil 00% 



straw 

Priea 

Dec 

- CALLS - 
Mar 

Jib 

Dec 

— PUIS - 
Mar 

Jun 

9800 

- 006 

non 

0.10 

OTB 

0.42 

063 

MB 

002 

003 

004 

040 

061 

p*» 


EH. ML taH, Ctete 0 Pkto a IMu de/b qm ■*_ Cab 332S PUB 3209 



Templeton 


Templeton Global Strategy Fumls 

Sodet£ tfirmatusemera A capital variable 


Registered office: 2ft boulevard Royal. L-2449 Luxembourg 
R.C. Luxembourg B 35 ' 
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Node* tf AjtMwal Gaunt Mmdrg iff SiunhoUoj 
tfTtmpUton Global Strategy Frwdx 


Nonce re hereby given that the Annual General Meeting of Shrecfaalden (die 
'Meeting*) of Templeton Global Strategy Funds (die 'Company") wOl be held 
ax ibe regmered office of die Company on November 28. 1997, at 1 140 
whh die fallowing agenda: 


Agenda 

- Presenflokm of the Report of the Board of Directors: 

- Presentarioa of rbeReponof ibe Auditor*; 

- Approval of die Hnandal Siaiewnus of ibe Company Tor die 
year ended June 30. 1997: 

- Discharge of the Boart of Directon and of the Audhor*; 

- Re-election of die following ten present Direcaanu- Messrs Charles E 
Johnson. Dickson B. Anderson. The HoocraHe Nicholas F, Brady. Manin I_ 
Hatregan. His Grace The Duke of Abercorn James Hamilmn. Made G. 
Holoweelco, The Right Reverend Michael A. Mann. Daniel Mara. Gitpay 
E. McGowan and Dr JJS. Mark Mobius: 

- Re-decticn of Coopers & Lybrand S.C. as Andiron; 

- Approval of the payment of annual dividends Tar the accounting year ended 
June 30. 1997; 

- COnsderatioo of socb other business as may properly come before the 
Meeting. 


VOTING 

RmJnttom on the npmdn of the Meeting grffl require no qraonun nod wi& 
be taken at the majority of (he votes eepressed by the SbarehoMera present 
or represented at the Meeting. 


VOTING ARRANGEMENTS 

Holders of registered Shares who cannot shod the Meeting may vote by 
proxy by re tundag Ibe tent of proxy sent to (hem to tbe offices of 
TCmptclon Global Strategic Services 2ft boulevard Royal, 

LJ449 Luxembourg, no btar dm NovenAcr 21, 1997 at 540 pare. 


Holders ot bearer Shares wbo wfrii to amend the Meelteg or rote at die 
Meeting by pray should deposit their Shan rrrtfflratrs whh Otasc 
Manhatt an Etank Lnxem bo or g S-A^ 5, rne Plaetis, L-2338 L m e ni boni^, no 
later than November 21, 1997 at £40 pm. The Shan* so deposited vD 
remain Mocked until the day after the Meeflug. 


VENUE OF THE MEETING 
Sb a rtbolilera are hereby advised Orel the Mccflag nay bebekl at wreh other 
place in Luxeadnareg Oan die registered office of the Company iT exceptional 
dinmaJreicea so reqakv in the abs o lute and final jndgmmi of the Ch ai r ma n 
of the Meeihig. la mil tauer case, the 9mreheldcn preatat at the reghtend 
office of the Company an Nove mb er 28. 1997, M 1140 sun, vU be Only 
Interned of Ibe emcl voroe of the Messing winch wffl then start at 1240 rem. 


For tether rnibfmaaon. SharehoMen we invited to rrm t«+ their neatest 
Templeton office: 

Frankfurt Hoag Kong 

U± (49) 69 272 23 272 THc «GJ 2877 7733 
Fas: 14916827223 120 tec (852) 2877 5401 


Edinburgh 

Td: 

ToU-ficcbtanUK. 
0800 SOS 306 
Intanariood 
(44)1314694000 
tec (44) 131 2234506 


m (352)46 66 67 2 12 
tec(3S2)222l» 


Tbe Beard of Directors 



Christiania Bank og Kreditkasse 

(ImzwpmnatitAc ASmcbre s/MnwyoUttairef M&y) 

U.S.J200,000,000 

Primary Copiid Undated Floating Elate Notes 

Notice is hereby given that the Rate of Interest has been fixed 
at 6-0625% ana that the interest payable on Hie relevant 
998, aba 


Interest Payment Date May 12, 1998, against Coupon No. 23 
in rasped oE USS 10,000 nominal of the Notes wilj be 
US$304.81 and in respect 
Notes wHI be US$7,620.23. 


kb»reftvt^)Pg,laMba 

ByiGftoftl^KjipwtoA^S^A^Se.* 


CmBAHKO 


Fast Fills. Low Rates. 
What’s the Catch? 


I 


| There isnt one. That’s the way 

I we've been doing business for 30 
yean-proviifing outstanding 
service at outstanding iates. 

L We're literally within arm's reach 
of many active batfing pfts-aropnd 
the world, 24 hours a day. And in 
markets where flash filk are possi- 
ble; up to 90K of our market orders 
are executed and confirmed with 
just ore phone caH 

1 We're specialized. Lind-Waldock 
is the world’s largest futures-only 
brokerage firm. With over 23,000 
customers worldwide, we have 
bmtt-in <*ff>wn cies that hr^s 
volume fxrawides, and pass the 
savings dong to you. 

3. You're your own broken No 
commissioned broker will call you 
with trading recommendations. 

neetUike our exclusive “Intjo- 


Account" package. You make I 

your own trading decisions 
and saw 50-70% off&iD- 
conunission firms. 


I 


Call and find out for 
yourself why Lind-Waldock 


FUTURES & OPTIONS 
ON FUTURES 




I 


I 


I 


Round-turn, including 

exchange fees, .'lost 
contracts. Discount 
accounts. 


I 


is the number-one broker 
for independent futures 
traders worldwide. 


Mane 


0800262472 


I 


Address: 


Postcode 


Tele, no (optional): 


rromarirereiVtt taktpiWTtr 
takupHaMrireqlili 


iffiW 

Bdgum: 0 80O-1M44 

Cennany: 0130-818100 

Plaace IB W 90 S3 43 
S-itrerireut 08 06 55 83 38 
DnrereTlcawS-76-55 
Nctarirekk 06403-7580 
Sweden: 020-753176 
Scuta: 900984446 
Othos all 0171-247-1701, 


I 


I 


Fie 0171-256-2445 


lid ad refairel bate 


IkMUhrUtegaDti 


UND-HALDOCK & COMPANY! 



Republic of Italy 

USS1 ,500.000.000 
Floating rate notes 
due 2002 


Mintce Is hereby fptxn that 
the notes will bear interest 
at 5.65625% per amom from 
12 November 1997 to 12 
Fiebmtoy 1998. Interest 
payable on 12 February 1998 
wOl OmOmi to USSI4.45per 
USS1, 000 note. USS144J55 
per USSIO.OOO note and 

USS1.445.49 per USSIOO.OOO 
note. 

Agent; Morgan Guaranty 
Trust Company 


JPMorgan 


83 


GWRIR,l *0 


US$200,000,000 
Floating rate depository 
receipts 1998 Issued by 


The Laa Debenture Trust 
Carponaion pic endearing 
enttOanem to pa y m en t of 

prindped and interest on 


CaripdoCassa tfi RSspartmo 
Defle Provinde Lombarde 
S-pA, London Branch 

Notice is hereby given that 
the receipts miU bear interest 
at 6.15625% per anmm bom 
12 November 1997 to 12 
February 1998. Interest payable 
on J2 February 1998 utHl 
amount to US$15733 per 
USSIO.OOO and LSS1.573J6 
per USS100.000 receipts. 
Agent Morgan Guaranty 
Trust Company 


JPMorgan 
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COMMODITIES AND AGRICULTURE 


Amoco operations under threat in Egypt 


By Mark Huband in Cairo 

Egypt's leading foreign oil 
company may have to wind up its 
operations in the country within 
four years because extraction will 
be unprofitable by then, said a 
senior industry official 

Production by the main compa- 
nies has fallen by 100,000 barrels a 
day since 1995 to 820,000 bpd. 
Fields run by Amoco, the largest 
operator, are expected to see a 25 
per cent fall in output until 2001. 
Others are expected to see a 10 
per cent Tall over the same period. 

Until recently Amoco's Egyp- 


tian subsidiary, AEOC, produced 
half Egypt’s output It operates as 
a joint venture with Egyptian 
Genoa! Petroleum Company and 
puts current output at 300,000 bpd, 
down 25 per cent since 1996. 

While Egypt’s crude oil reserves 
stood at an estimated 3.7 bn bar- 
rels at the end of last year, the 
cost of relocating drilling plat- 
forms is between (2m and £L5m 
for the largest operators. 

AEOC officials are reluctant to 
detail their strategy after 2001 hut 
acknowledge declining production 

will require extensive reassess- 
ment of their strategy. 


Gary Bose, vice-president for 
asset management, said the 
Amoco production decline caused 
problems. 

“So every five years we have to 
replace what we have. The techni- 
cal task is daunting,” Mr Bose 
said. “We want to Invest, bat 
sometimes we don't want the capi- 
tal exposure." 

Amoco’s investment in Egyp- 
tian oil exploration stands at 
(Sbn, having risen $20Qm a year 
since 1964. “Since the 1970s people 
have found many fields but 
these can't arrest the decline,” 
said Mr Bose. 


For the larger companies, con- 
tinued exploration is dependent 
on the chances of renegotiating 
leases to improve terms. At pres- 
ent oil companies foot the entire 
bill for exploration, evperting to 
recover their costs in five years if 

011 is found. 

So Car only Eni, the Italian oil 
company, has succeeded in rene- 
gotiating its leases. Through its 
Agip subsidiary, Eni’s Egyptian 
Petrobel company renegotiated all 

12 of its development leases. 

The renegotiation allowed the 

company, which will invest $37tfcn 

in Egyptian operations thte year, 


to extend its projected oil explora- 
tion programme. Petrobel cur- 
rently produces a total 290,000 bpd 
in a joint venture with EGPC, 
making it the second largest pro- 
ducer in Egypt. 

EGPC, which is regarded by 
both medium and large oil compa- 
nies as a sound partner in joint 
ventures, is not considering 
reducing its share to allow the ail 
companies improved terms. 

"Nobody has told us that oil 
extraction is too expensive. 
Nobody has come to complain.” 
said Sami Staheen, EGPC 

vice-president. “If this is the case 


then they would have to review 
their operating costs. We can t 
tho price," he said. 

The le ad in g oil com panie s are 
exploring other alternatives, with 
the T rwtin hope coming fr° m 
■ PTE pawding liquid natural gas 
operations, which will see a total 
investment target of $2bn over the 
next three years. 

And there is some future for ou 
extraction - with small er coxnpa- j 
nip* with lower overheads seen as | 
the way forward. Bidding to now j 
under way for concessions in 12 j 
new concession blocks in smaller 

oil fields. ■ i 


Nickel, aluminium 
and zinc make gains 


China rationalises metals policy 


MARKETS REPORT 


By Kenneth Gooding 
and Gary Mead 

Nickel, aluminium and zinc 
all made gains on the Lon- 
don Metal Exchange yester- 
day but copper, which was 
buoyed on Monday by a 
speculative rally, fell back 
below $2,000 a tonne. 

Nickel for delivery In 
three months closed L2 per 
cent, or $75 a tonne, higher 
at $&360 because of a specu- 
lative, short covering rally, 
traders said. 

Three-month aluminium 

and zinc each rose by 08 per 
cent, the former by $13 a 
tonne to $1,639, and the lat- 
ter by $10 to $1,203 a tonne. 

Copper’s performance was 
affected by an announce- 
ment that Refimet, the Chil- 
ean refiner, was lifting tin* 
force majeure it declared on 
deliveries last month. 

The LME said it was can- 
celling 146 warrants of tin 
because the metal was not 
up to the required standard 
- it had a high arsenic con- 
tent. Consequently, LME tin 
stocks, earlier reported at 
9,406 tonnes, were recalcu- 
lated to be 8,675 tonnes. 

This has tightened tin 
market conditions and there 
is a premium, of $30 a tramp 


COMMODITIES PRICES 


last night, for tin for Imme- 
diate delivery. 

Gold bears were in full 
cry, claiming that tii in news- 
paper would this week pub- 
lish an article advocating 
that the precious metal 
should not be included in a 
European Central Bank's 
reserves. Andrew Gowers, 
acting editor, denied this. In 
the event, the gold price rose 
by nearly $2 to close at 
$311150 an ounce. 

The persisting stalemate 
between Iraq and the UN 
over the inclusion of US 
members in weapons inspec- 
tion teams left the crude oil 
markets in limbo yesterday. 

December-dated Brent on 
the London International 
Petroleum Exchange was up 
13 cents in late trading to 
$19.58 a barrel while on the 
New York Mercantile 
Exchange December crude 
was trading at $20^0 a barrel 
by midday, up 10 cents. 

Data published yesterday 
by Stitching EuroiMock, the 
Dutch-based analyst, indi- 
cated European Union and 
Norwegian crude oil stocks 
were marginally lower In 
October than in September. 

Crude oil stocks at the end 
of October were 4l6£3m bar- 
rels, 0.7 per cent (2.92m bar- 
rels) lower than in Septem- 
ber. 


Coffee fixtures were under- 
mined by a series of fresh 
data indicating the possibil- 
ity of slight shortages in 
1997-98 but with increasing 
supplies in 169899. On l.iflfe 
the January contract priori 
$11 higher at $1,620 a tonne. 

Global coffee production 
for 1997-98 is likely to drop 
by more than 36 per cent 
against 1996-97, F. O. Licht 
the commodity research 
organisation in Germany, 
said yesterday. It predicted 
output for the current year 
of 98.8m 609% bags, against 
102.43m bags last year. 

Coffee inventories are also 
forecast to fan mar ginally In 
1997-98, according to Bern- 
hard Rothfos, the German 
trader. Opening stocks were 
32.9m bags on October 1; 
Rothfos forecast that these 
would foil to 31.3m in 
1997-98. 

"These figures show we 
stOl are headed for a well 
supplied market in 1998-99, 
but the current year is 
looking slightly tight,” said 
Lawrence Eagles, at GNL 

"There may soon be 
squeezes on the December 
contract on the CSCE [the 
Coffee, Sugar and Cocoa 
Exchange in New York] as 
deliverable supplies are now 
looking very low indeed,” Mr 
Eagles added. 


By Kenneth Gooding, 

Mining Correspondent 

China, one of the world's 
biggest metals consumers, is 
centralising trading 
operations In a way that has 
substantial implications for 

wifftais markets. 

The short-term impact has 
been to throw many London 
Metal Exchange traders into 
confusion, because they fear 
they will lose Chinese con- 
tacts they have carefully 
nurtured. 

The move is also seen as 
part of China’s shift towards 
having long-term supply 
arrangements as a means of 
securing the mptaTn it needs, 
rather than relying so much 
on spot markets. 

Traders suggest the timing 
Qf the move, annnnnftpri out 
of the blue by Guang Yang, 
assistant president at China 
Nonferrous Metals Corpora- 
tion (CNNQ, at Metal Bulle- 
tin’s China Metals confer- 
ence, was connected with 
the country's recent experi- 
ence in the gfan market. 

Chinese zinc producers 
suffered substantial losses 
by going abort - in effect 

hattin g on a fall in tha T JtfK 

price - at $L200 a tonne and 
then having to cover at 
prices up to $L800. 

This affected the financial 
performance of China Non- 
ferrous Import and Export 
Corporation (CNEEC). 

CNNC’s profitability has 
also been dented by its 
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Copper mining in China’s Huangsbi province 


“flawed calculations of out- 
put, cost, metals prices and 
bank interest payments,” 
according to China Metals , 
published by the official Xin- 
hua news agency. It reported 
that CNNCs losses totalled 
Yn960m ($115. 6m) in the first 
five mentis of 1997. 

Nevertheless, CNNC, 
which had set itself a 1997 
profit target of Yhlbn, had 
reported a steady improve- 


ment in its results since 
May, but had given no 
details, the ma gazine ei ddfld- 

In fixture, all China’s met- 
als trading will be central- 
ised with a newly created 
organisation, CNNC Trading 
&uup, which has absorbed 
the trading activities of both 
CNNC and CNIEC. 

Other CNNC subsidiaries 
have been harmed from trad- 
ing on the LME. The Trading 


BASE METALS 

LONDON METAL EXCHANGE 

(Prion from Amalgamated Metal Tratflogj 
■ ALUWNJUM, 98.7 PURITY (S per tonne) 



Cob 

3 mtha 

C3oso 

16035-11 j 

1637-9 

Ravfaus 

1595-97 

1025-26 

Wgh/Tcnv 


1646/1834 

AM Official 

1613-14 

1640405 

Kartj dose 


163940 

Open Int 

253416 


Total ddy tunvner 

57.483 


M ALUMMUJM ALLOY (S per tonne) 

Close 

1480-05 

1488-00 

Previous 

1475-00 

1482-87 

WgWtow 


1495/1490 

AM Official 

1480-85 

1492-94 

Kerb dose 


1490-95 

Open int 

3436 


Totri daffy turnover 

944 


■ LEAD [S per tonne) 


Close 

577-50-35 

590.5-1.0 

Previous 

580-01 

592.5-93 

HigMow 


699/589 

AM Official 

581-2 

594-5 

Kerb dose 


504-5 

Open int 

32.031 


Total daffy turnover 

4.097 


H NICKEL (S per tonne) 


Close 

6275-85 

6355-60 

Previous 

0195-205 

6280-85 

Highflow 


6430/8320 

AM Official 

6345-50 

6420-25 

Kerb dose 


8340-60 

Open Int. 

61 .025 


Total daffy tianowr 

24J255 


H TIN (S per tormo) 



Close 

5680-70 

5635-40 

Previous 

5650-55 

5630-40 

HigtYlcM 


5655/5630 

AM Offldd 

5055-60 

5635-40 

Kerb dose 


5650-55 

Open inL 

15,248 


Totri dally turnover 

3237 


M ZMC, apodal Mgb grade (5 per tonne) 

Close 

1178-9 

1202-3 


Precious Metals continued 

■ QOtP COMBC (WO foy tax S/troy oej 

Sad Bay*i Opon 

print ehmm IDgti tow M k* 

tar sou -os 3i as 3i as 

Dm 3103 -05 315. 7 3105 19.444 1D7.Sk 

FA 3116 -OS 3107 3100 5373 34,783 

Apr 309 -04 3106 3139 689 7.664 

Jon 3100 -04 3205 3107 299 11,364 

A og 3101 -04 3205 3205 115 4208 

TOM 27214214098 

■ PLATTHUM NYMEX (50 Troy ol; Stray ce) 

Jan 389.3 +1.9 391.0 3800 1,711 101B7 

Apr 3806 +20 3800 3800 16 1,419 

Jri 3828 +29 - - 2 86 

Trill 1.72B 11,672 

■ PALLADIUM NYMEX (100 Troy Stroy cl) 

Dm 20035 +2.7Q 21000 2D7S0 90 2,738 

tar 20435 +270 20000 20100 11 1X35 

Jn 20085 +2.70 - - 2 111 

Sqp 197.85 +2.70 2 2 

Total ttl 4,1*4 

■ SILVER COMSt (0000 Troy ot4 Cantrifroy acj 

Ror 4801 +42 - — 38 18 

DM 4805 +42 9020 484.5 5311 50083 

JU 4323 +42 4905 4005 7 27 

Mar 4900 +41 507.0 4913 1,547 28.295 

Hap 4902 +17 5000 4905 14 2.781 

M 5005 +3.4 511.0 4900 21 3,783 

TBtal 7,346 943» 

ENERGY 

M CRUDE OP- NYMEX (1,000 bnrrria. 5/barreQ 

lariat Day** Open 

price eftaga Ugh Law M lot 

DM 2040 - 2063 2036 43553 74.737 

Jn 2091 +001 2081 2058 32,«J1 72,104 

FA 2065 +003 2083 2083 5,113 30728 

Her 2061 +004 2075 2057 2*47 22414 

Apr 2050 +001 2066 2050 600 10400 

Map 2056 +015 2047 2047 60S 19,272 

Trial IOBS04BO34B 

■ CRUDE 00- IPE (S/barraQ 

lariat Day* Open 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnaa; E par tome) 

Sett Day* OpM 

price c&anga Ugb In M W 

Mr 7090 -1.10 - 178 

Jan 8190 -1-30 8225 81.79 136 0044 

Mar 8390 -150 8475 83.75 193 3905 

Map 8990 -190 8025 8590 165 2218 

Jri 8790 -190 - 201 

TUN 60 V5B 

■ WtffiAT C8T (5 JOObu min; canta/BOto burial) 

Dec 34850 -050 35390 34000 22983 47938 

Mar 36025 -025 36050 36590 6940 30.245 

Map 37125 +075 37B90 37250 872 0319 

Jri 37750 +050 37990 37690 1,681 10754 

S* 36200 - 38890 36890 113 172 

DM 38890 -190 39490 39190 221 3991 

TriM 34JH5 10690 

■ MAIZE C8T 65900 Du min; cerri/5flb bnhJ) 

DM 27690 +075 Z7690 27025 61978164,673 
Mm 28690 +075 28925 2B&25 20792110027 
Map 29275 +075 29590 2912S 0038 32,141 

Jri 29690 +075 29990 29595 9968 44500 

Sap 289.75 +050 29050 288.75 352 4,121 

Dm 28225 - 29090 28890 2595 28913 

TUN 103.118 306.402 

■ BARLEY UFFE (100 tomes; £ per tonne) 


SOFTS 

M COCOA UFFE pOtormca; C/tome) 

Sat Day 1 * 

prior change fSgk lata Vri 


Dm 

1037 

^0 

1041 

1035 

G05 42JXB 

DM 

Mar 

1063 

-6 

1066 

1058 1(879 56200 

FO 

tap 

1082 

-4 

1007 

1076 

13423,826 

Mr 

JW 

1100 

-a 

1105 

(065 

453 10238 

Jm 

*P 

1117 

-3 

1120 

1113 

139 10216 


Dm 

1131 

-4 

1135 

1120 

153 21,07 

Oct 

Trial 





4JM19M44 

Total 

■ COCOA CSCE (10 tomes; Storra) 

M U 

Dm 

1621 

+10 

1634 

1612 5J534 14.781 

Dm 

Hri 

1606 

+7 

1677 

1662 5,479 43895 

Fit 

Hay 

1602 

+0 

1703 

1689 

783 1507 

Mr 

Jri 

1712 

+« 

1722 

1713 

328 4J020 

Jon 

*1 

1732 

+2 

1737 

1736 

ISO 5(405 

Jri 

DM 

1751 

+2 

1759 

1748 

23 8#14 

am 


7525 -925 - 

77.40 -060 77AQ 77 AO 
79.75 -075 7695 7075 
6190 -075 


26 

15 1J281 
41 536 

23 
6 

86 1974 


M COCOA QOOQI (SOflVtome} 

tar 10 Mm ta day 

Driy 1243.79 123S91 

M OOFTg UB=£ p tgugg $/tanne) 

tar 1610 +11 1010 1566 127 1,487 

JM 1620 +11 1625 1585 4375 20JBB0 

Hr 1617 +13 1620 1560 828 11966 

Mar 1614 +13 1615 1593 130 3216 

Jri 1617 +13 1624 1600 104 669 

Bap 1623 +13 - - - 389 

Trial 5984 37,768 

■ COFFEE XT CSCE pr^OOte; canta/Un) 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME (4Q0008M; cante/tba) 

Sri! fay's -OpM 

run change Bgh Lon M bit 

DM 06975-0100 87900 60430 5916 34329 

FA 68700-0460 69900 68925 3968 31,101 

Apr 72950-0225 72475 72.150 837 15976 

Jm 70300-0275 70450 70.175 458 11940 

AM 70450-0030 70650 70400 168 3951 

Oct 72.100-0050 72900 72.100 51 12™ 

Tetri 10538 67981 

M LEAN HOGS CTiC ftQJOOtoa; oanMaft 

Dm 61.100-0050 61275 ED9S 2943 17951 

FA 61500-0900 61900 61.400 1997 11929 

Apr 50350-0900 58950 58.175 738 5919 

Jn 65450-0075 65950 85.100 101 3450 

Jri 64100-0100 64500 63225 44 1255 

Am 82275-0075 62575 62.150 42 201 

TfM 59 66 38980 

M PQRKBEUJES CME (4O0QCPbe; centa/lba) 

FA 61.700 +0850 61950 60775 1.002 808* 

Mar 60775+0450 61900 60100 77 942 

May 61.400+0475 61900 61900 50 380 

Jri 62925+0150 B2525 62J05D 16 366 

tag 58250+0250 50250 - 1 16 

Tetri 1,138 79A 

LONDON TRADED OPTIONS 

Strike price $ tonne —Calls Put* — 

M ALU MINIUM 

(99.7%) LME Ok Mr Ok Me 


Previous 
HgMow 
AM Official 
Kerb dose 
Open int 
Total daily turnover 


11605-605 1192-5-93.0 
1200/1196 
1177-77.5 1201.5-02 

1205-6 

83901 

15236 


M COPPHt, grade A (5 per tonne) 

Close 1671.5*2.5 18905-1,0 

Previous 19705-05 1994-65 

HigMow 200571 985 

AM Official 1983-84 2000-01 

Kerb dose 1986-7 

Open M. 159260 

Tetri dally (mover 42,028 

M LME AM Official E/S rata: 1.7083 

LME Ctoalnfl Effi rat* 1-7035 

Spri 17645 3 rife 199736 efe IjBBM 9 «*t 15823 
■ HIGH GRADE COPPER (COMDQ 


DM 1891 +096 1895 1950 16951 43940 

Jm 1928 +004 1999 1955 15,196 90919 

PA 19.49 +003 1991 1947 6988 30941 

■ar 19 l37 +0.03 1949 1957 735 6919 

Apr 1923 +092 1994 1926 944 5951 

May 19.16 - 19.18 1916 127 5,175 

Tetri a r> are 

■ F9EATWG 06. HYHBt (48000 US pfa; dUS gala) 

Utari Day's Opm 

prtoa Aanpa HA Lear W let 

DM 57.70 +0A2 58.15 5790 15530 53299 

JM 5850 +058 5895 58.05 5,745 29946 

FA S69S +093 5905 5890 1997 13967 

tar 5890 +093 5825 5720 610 8.420 

Apr 5650 +098 5625 5650 46 5565 

May K.10 +093 5525 55.10 181 3952 

Trial jsmta/ta. 

M GA3 0a.PEtttlDnnD 


M SOYABEANS CBT ftOMta HA; cssti/80b teffleQ ™ 

■0* 737.78 +1690 74890 72050 6906 9584 Jri 

JM 737.75 +1625 74890 72150 45935 71942 Sap 

H* 739.75 *1525 74950 72450 6228 25290 Dm 

May 743.75 +1890 75200 727.75 3206 19,178 Tetri 

Jri 74590 +1350 75390 73190 2,175 17,761 ■ c 

Aim 73890 +1290 74350 73090 184 901 

Trial 64JW 151591 •» 

M SOYABEAN OIL OEnr (SgOPOftw: can *** 

DM 2899 +0AB ZB. IB 2956 8211 48989 B y 

Jan 2626 +043 2032 25.75 6524 319711 

Mar 2647 +041 2852 2595 2945 18245 ^ 

Mar 2652 +093 2650 2695 690 9,729 

Jri Z65B +026 26.60 28.12 183 8992 

Aap 2035 +025 2643 2556 104 320 ** 

TOtM 1853311723* Oct 

M SOYABEAH MEAL COT fltM tone; Sflon) ^ 

DM 2419 +09 2459 2335 17579 41518 ■ g 

Jm 2369 +05 2389 2289 9474 2B37 

Mar 2299 +05 2344 2245 6909 22556 ** 

tar 228.7 +55 2295 2215 2581 17933 "V 

Jri 226.7 +62 2295 2222 1244 12958 -W 

Adf 2269 +65 2265 2235 1S4 2594 


DM 

15825 

-050 15875 15140 6£84 

7,573 

1WXJ 

- 125 

156 

3 

12 

Har 

14645 

+140 147.00 14200 3338 

8084 

1600 

- 42 

05 

16 

40 

tar 

14265 

+150 14300 13850 

228 

3.033 

1700 

- 6 

39 

81 

91 

Jri 

13080 

+165 130-00 13850 

150 

2J»1 

M COPPER 





SM 

13865 

+100 13800 13360 

63 

1,076 

(Grade A) LME 

Doc 

Mar 

Oec 

Mar 

Dm 

13245 

+180 13120 13180 

54 

672 

1174717 

- 06 

183 

00 

49 

Total 



2000 

- 39 

80 

SB 

94 

M COFREE PCQ) ((JS canta/paund) 



2100 

. 11 

44 

127 

196 

tar TO 



ftp*, day 

■ COFFEE UFFE 

Jan 

Mar 

Jan 

Mar 


CMnpdAr 11750 11458 

15 day aeiagB 11458 11449 

M WHTE SUGAR LffiFEpO toman; S/tanrw) 


M POTATOES UFPE (20 tonma; £ par torwri 

Mar 1069 ----- 

Apr 1385 -39 143.0 1369 140 1,148 

May 1485 -39 - - - 22 

Jm 1595 -39 

Mar 959 3 

Taw 140 1510 

M FRBBHT (BjFFSQ LlffE (SKWntex point) 


Dm 

3058 

+07 

307.7 

3044 2.176 6210 

Hv 

31 3J 

+0.4 

3186 

312.1 1588 18537 

Stay 

3165 

+63 

3193 

3175 

135 4,060 

Aug 

3203 

+64 

321.4 

3203 

120 3582 

Oct 

315-5 

-63 

3163 

3163 

111 8268 

DM 

3142 

+13 

- 

- 

- 140 

Triri 





4,130 35530 

H SUGAR *11' CSCE (112.0008»; centa/Sa) 

Mm 

1235 

+6.17 

1236 

12.1610589 1203k 

tay 

1232 

+614 

1232 

1218 8462 29386 

Jri 

12-03 

+611 

1235 

1131 1520 23306 

Oct 

1133 

+607 

1136 

1176 

502 

Mm 

1135 

+606 

1136 

1150 

Q0 5508 

tay 

11.57 

+632 

1131 

1157 

10 842 



sea Day* 



OpM 


plica danga &V> 

law 

M M 

fftov 

69.10 -130 

on nn 

moo 

213 3.180 

Dm 

8840 -125 

9125 

8800 10(412 28821 

Jm 

89 75 -1.15 

9125 

8880 

231 1518 

Frit 

69.60 -1.10 

91.40 

8030 

79 1,384 

tar 

ftaon _ijm 

91-50 

6830 

1.754 10555 

4P 

Total 

6930 -1.10 

91.40 

6050 

17 1283 
12331 85580 



Saa 

0«I*» 

OpM 

Nat 

12a 

-17 

1235 

1222 

39 

748 


pnea donga Htfi law 

M W 

Dae 

1255 

-ID 

1256 

1250 

19 

217 

tar 

17600 

-050 17050 17850 13301 28322 

Jm 

1290 

-a 

1290 

1285 

29 

623 

Dm 

16030 

- 18030 17850 11322 31308 

ta 

1318 

-7 

1315 

1315 

5 

352 

Jm 

18050 

- 18150 18025 

1(488 14249 

Jri 

1190 

-5 

_ 

_ 

- 

95 

m 

16000 

-625 18030 17875 

667 10337 

Ittri 





82 

2*5 

Mar 

17773 

-025 177.75 17750 

740 82S1 


Bom 

Mr 




Mr 

17330 

-650 17525 17530 

570 8447 

BH 

1277 

1283 





Tetri 



38733108499 

PULP AND PAPER 




PRECIOUS METALS 

■ L0NDCM BULLION BMfDOET 

(Pnces supplied by N M BoH b oNM) 

GoUfTroyoz) $ prion E equiv SFr «pAv 

Close 311.40-31190 

Opening 31 090-31050 

Morning fa 31060 182.010 431.734 

Afternoon fa 31295 183506 4365Z1 

Cteya Hlgfi 3K2<Mi490 

Day's Low 30995-31025 

Previous dose 3167061120 

Loco Ldn Mean QoM lendbig Ratoe (WO USS 

1 month 328 Smontha 351 

2 months 326 12 months _._a.63 

3 months _326 


2 months— .. 

3 months 

Staer Fh 
Spot 

3 month* 

8 m onth s 
1 year 

Gold Coin 
Krugerrand 
Maple Leaf 
New Sovereign 


pftay oe. 
289-50 
29255 
295-55 
301.T0 
S price 
313-316 


US Cts equw. 

483.75 
49080 
496,70 

505.75 
E equhr. 
183-189 


Dm 

15550 +6.01Q 15550 15550 

70 1,295 

Jm 

19390 +0240 20.100 19390 

15 2310 

Triri 



400 71,80 

■ NATURAL GAS IMC( (10300 ntaLjVtaBta) 


Latest Oaf’s 


fa* 


prtca cfeattg* ffigb 

law 

Vri tat 

Dae 

1455+0322 1490 

32K 31338 51 769 

Jn 

3.430+6300 3(460 

3260 13231 35370 

Fab 

3350-0303 3380 

1015 

5294 24386 

ita 

2390-0305 1585 

2350 

2242 17284 

Apr 

2280 - 2270 

2235 

1,051 11,122 

MW 

2.270 - 1270 

2240 

567 8681 

TOM 



SB|879 23^610 

■ UNLEAD® GASOUNE 



NYMEX (42300 US gab; MS 0flL) 



latest fay's 


Mm 


price change H|A 

LHC 

Vri tat 

DM 

5886 -023 58E5 

5866 

8780 323*7 

Jn 

5830 -025 BBJ0 

5890 

4206 18262 

M 

5880 - 5850 

5855 

44516783 

liar 

5890 -622 6020 

6890 

167 8156 


6220 -034 8230 

625D 

121 6283 

tay 

MSS 

62-55 

198 5200 

Tetri 



15249 H2» 


M PULPEX OMLX [56; 24 dr tfcy tone) 

Sett D*y» Opm 

price ctaepe Mgb lew M tat 

DM 54275 -575 54275 541.00 15 284 

tar 56175 -6.75 58290 581.75 15 379 

1M 35 M3 

PUTlffiES DATA 

AB futures data suppled by CMS. 


Mnor mafals (ram Metel Otatei 
European free market S per b h ware- 
hotza, unless atherwtte stated Oast week's 
tn brack et s, where changed). Anttm onjc 
999596. $ par tonne, 1,740-1940 (1,780- 
198t». BmtMOt: mUl 099096, tom# lob 
&25-340. Cndmhni: mtn. 999694, cente s 
pound, 3890-4000. Coh rit MB free nr 
kb. min. 98 l 896, 2475-2555 C3.70-24.70): 
min. 99596. 19.00-19.40 (18.80-18.00). 
Ma romy ; irin. 899996, S per 78 tj flask, 
140-150. Molybdenum: drummed moiyb- 
<3c oxide, 3.50-3.70. B e l a niin n; rffin 
99996, 2.00-390. Vanadkan: min. 9896. 
GIF, 4.18-425. Uranium: Nueecco unrae- 


Totri lajrmajBt 

■ COTTON NYCE fiWOOfcg cental be) 

Dm 7333 +3M 7338 731223508 33602 

Mar 7189 +332 7185 710711338 23503 

May 7300 +344 7305 7270 2438 11003 

Jri 73J5 +330 74J0 7170 2.173 13096 

Oct 7303 +340 - - 8 836 

Dm 75.16 +309 7320 7300 451 11.163 

Tetri 36817 94« 

M ORANGE JMCEKVCE (15jB)0faB;centafbri 

JM 812 +338 8140 77.90 4*68 20,185 

Mr 8420 +32 842 8390 1^2711827 

May 87 JM +300 87 JM 5430 144 3223 

JM 9320 +320 902 872 2 1.246 

Sep 82.60 +385 8350 812 2 773 

Baa 9300 +2.75 9350 9300 14 680 

Trill 1802 394*3 

VOLUME DATA 

Open Interest and Votume data shown lor 
contraete traded on CX5MEX. NYMEX. C8T, 
NYC£ CME, CSCE and IPE Crude Ofl an 
one deg h arrears. Vokmie & Open Interest 
totals «e for A traded months. 

INDICES 

H Banter* (Base: 18/9/31 = log - 

Nov 11 Nov 10 mo nt h ago war ego 
1811.7 18130 10836 1057.8 

B CRR Foturee (Base: 1 867 ■ 100) 

Nov 10 Nov 7 month ago year ago 

241.10 24135 

■ CSa Spot (BaaMlBTOw 100} 

Nov 10 Nov 7 month ago year ego 

20444 20333 207 J53 20307 


n/a 

nrta 

n/e 

■ COCOA UFFE Dec Mar Dec Mar 

nb 

n/e 

n/a - 

■ BRENT CRUDE 

IPE Dec Jan Ok Jan 

1B50 - - S 39 

2000 9 55 7 59 

2050 37 

LONDON SPOT MARKETS 

■ CRUDE CM. FOB {par barraQ +or- 

DUbri Sl378-388w +OJJ9 

Brent Bknd (dried) 519.15-025 +0.165 

Brant Bland (Dec) Si 384-9.68 +0085 

W.TJ. 52052-0 JS4w +305 

H 03 PRODUCTS rtwEpKfflrideOMyCf (tana) 


Premium GaaoOne 
Gas 04 
Heavy Fuel Ofl 
Naphtha 
Jet fuel 
niqm»l 


5196-201 

S182-183 

5103-105 

5196-200 

5200-2Q2 

$192-194 


UMM0MCHOUM 

STOCKS 

Jta 

4 

Ahanfeihan 

-2(900 

to 

728328 

AtanMum ritoy 

-460 

to 

46.100 

Copper 

-1375 

to 

344,775 

Lead 

-100 

to 

110280 

Mefcaf 

-186 

to 

08432 

Ztac 

+6.100 

to 

478,175 

nn 

-100 

to 

8375 


M NATURAL GAS ParaaflhamQ 

Bactan (Dec} 1350-1360 +0.10 

nwohin Argus. TW. Lender) pT71) 3BS 87S2 
M OTHER 


Geld (per troy odf 
Shter (per tray cb)$ 
PWnun (per tray osl) 
PaBadlum (per troy <xL) 
Copper 

Load (US prxxJJ 
Tin ^<uaia Lumpta) 

Hn (New York) 

CatOe Qhre wrigWJ ' 
Sheep (Eve wwghO • 
Pigs (Sve welgl^t 
Lon. day sugar (raw) 
Lon. day sugar (wta) 
Bafay (Eng. feed) 

Meiw (US NcQ Ydow) 
Wheat (US Dark North) 
Rusear (OetSf 

Rubber (JanflP 
Rutter (KLRSS Nol) 
Coconut U (P«o5 
Prim Ol (Mriey^ 

copmms 

Soyebeens (US) 

Codm OuttooK" A' Wax 
Wootap* (B4e Super) 

2 pw um ontae camta ri 
r rSatag. m M ri uta lmiM 
DscTfliiocta) Phnieri. i OF 
dem. • Ohasg* an <■+*. 16 


> 0 . y ScpATcL c NmAMg. w 
ftWitm .lButeiiwM 

■to ee 494B toM el pigs 


Group will also co-ordinate 
all long-term contracts 
si gned with foreign compa- 
nies. 

Xu Hanjing, CNIEC man- 
aging director, who is politi- 
cally well connected, has 
appointed managing 
director of CNNC Trading. 

Jim Lennon, analyst at 
Macquarie, the Australian 
banking group, suggested 
CNNC wanted to regain con- 
trol after another “rogue” 
trader, this time at one of 
the smelters, had made 
substantial losses. China had 
a gTmftar experience in the 
past in the copper market. 

Mr Lennon predicted, how- 
ever, the change would meet 
with some resistance. “A lot 
of the smelterq resent it. 
They want to make profits 
on their own account” 

Robin Bhar, analyst at 
Brandeis (Brokers), part of 
Pechiney of France, 
suggested it made sense for 
fnhirm to coordinate its met- 
als policies, particularly now 
it was seeking more 
long-term supply contracts 
with foreign groups. 

“With metals markets 
much more in balance [than 
in the 1970s and 1980s] China 
obviously feels it is danger- 
ous to rely on spot markets 
for 40 to 50 per cent of Its 
metals requirements,” Mr 
Rh«r said. If there was a 
gradual reduction in China’s 
involvement, trading on the 
LME might become less vol- 
atile. 


Jamaica 

to help 

sugar 

industry 

By Canute -James 
in Kingston 

Tb- Jamaican government Is 
tolnject J$400m {OS* 11 - 5 ?! 
into the island’s finandalli 
troubled cane sugar Indus- 
try by next March. 

The announcement by 
ctval Patterson, prime min- 
ister. followed the sacking 
last month of more than 300 

workers by the island’s larg- 
est sugar producer, which 
said it had to cut costs to 
remain competitive. 

«The island's sugar mills 
have a heavy debt burden 
and the government is pre- 
pared to alleviate some of 
that debt," said Mr Patter- 
son. “As we did for the cof- 
fee industry, we will be 
doing the same for the sugar 
industry." 

Jamaica produced 236,000 
tonnes of sugar this year, 
allowing it to meet its 
export quota commitments 
to the European Union and 
the US. However, the Indus- 
try has bad to Import sugar 
to meet domestic demand. 

• Turkey has revised 
upwards its sugar output 
estimates to 2m tonnes in 
1996-97 from 1.85m tonnes, 
due to favourable weather 
during the harvest, Reuters 
reports from Ankara. 

A senior sugar official 
said Turkseker, the state 
sugar refinery, had been 
mandat ed to export a fur- 
ther 100.000 tonnes of white 
sugar after it sold nearly all 
its previous allocation of 
200,000 tonnes from the 
1996-97 crop. 

“Turkseker will produce 
1.65m tonnes, and if you 
indude three private sugar 
millers, the total is 2m 
tonnes this year.*’ he said. 

Turkseker’s previous out- 
put estimate was 1.5m 
faiwnwi and the total for Tur- 
key was estimated at 1.85m 
tonnes for 1996-97, includ- 
ing 850,000 tonnes from pri- 
vate companies. 
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ACROSS 

1 Go quickly over the direc- 
tors' target (9) 

G Ripe fruit picked first <5) 

9 Drink firms source of alco- 
hol® 

10 Means to confaae us with 
English scorer (9) 

U Poly opting for letter pro- 
duction jn old office (6,4) 

12 A clear chance to reveal 
cunning (4) 

14 Extinction of peaceful 
states (7) 

15 They are hot subjects split 
by right (7) ‘ 

17 Doesn't know how to 
resign, losing time (7) 

19 Soup dish needs Ume, a 
long time (7) 

20 Look bad: at store (4) 

22 Crazy reason for moving 
(1Q> 

25 A quiet tip points to one for 
the job (9) 

26 Rent when in shelter (5) , 

27 Lose time - left twice 
within 24 hoars (5) 

28 Put off payment on lease of 
missiles fin: example (9) 

DOWN 

1 Passage held a mediaeval 
coin (5) 

2 Welcome note with price 
chang e (9) 

3 Inspiration for support in 
violent argument (10) 


4 Fit a large screw first (7) 

5 lb misrepresent the dead Is 
wrong (7) 

6 With sources of public lend- 
ing under scrutiny (4) 

7 Sore about due on right (5) 

8 Situation overheats quickly 

(9) 

13 SB - of dept aga * nst an * ier 

14 Abve on the shore but dan- 
ger here (9) 

16 Still living at home to 
begin with (9) 

18 Displayed mad poster on 

_ day (7) 

19 Record dissent for trial m 
21 Throw out old skin 

(mostly) (5) 

23 Always time to turn out (5) 

24 Can you start small? (4) 

Solution 9429 - 
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LONDON STOCK EXCHANGE 


Inflation and US rate worries unsettle equities 
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MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


Domestic economic news about 
inflation and retail sales halted a 
promising start by London's 
stock market yesterday. But by 
the close of trading, the damage 
remained light and dealers 
pointed to the relative stability 
underneath the market 
That reflected a much quieter 
performance by far eastern mar- 
kets, where Tokyo edged higher 
despite a big fall in shares in 
Yamaichi. one of the big four 
Japanese stockbrokers. Hong 
Kong, recently the cause of 


extreme turbulence in global 
markets, also managed to record 
a minor gain on the day. 

Wall Street gave little cause for 
concern, slipping back only 28 
points on Monday and opening 
marginally higher yesterday. The 
US bond market was closed for 
Veterans Day. 

The FTSE 100 index finished 
the session a modest 13.1 easier 
at 4,793-7 while the lesser indices 
also registered small foils. The 
FTSE 250 dipped 5.2 to 4,635,6 and 
the FTSE Small Cap dosed 04) off 
at 2.309.7. 

The day began well enough, 
with Footsie posting an early 17- 
point rise amid relief over far 
eastern markets. But the advance 


was stopped in its tracks by the 
data from the British Retail Con- 
sortium on high street sales, and 
official inflation figures. 

Retail sales rose by 5 per cent 
last month on a like-for-like 
basis, a rise seen as worryingiy 
strong by some economists. 

Worse was to come with the 
inflation data, which showed 
headline inflation up 3.7 per cent 
over the past 12 months and the 
core figure rising 2.8 per cent 
over the past year. 

Footsie immediately came 
under pressure, the 17-point gain 
earlier in the day quickly trans- 
formed into a loss of 51.8 in just 
over an hour. Later, Footsie was 
close to level on the day but it 


slipped back just before the close. 

Some of the more cautious 
economists said the economy is 
growing too hist and needed to be 
reined in farther, despite last 
week’s 25 basis points rise in UK 
interest rates. 

It was also pointed out that 
markets have still to cope with 
today’s meeting of the US Federal 
Reserve’s open market commit' 
tee. Some expect the FOMC to 
recommend a rise in US interest 
rates, a move which is bound to 
have a negative impact on Wall 
Street and. therefore, across 
other markets. 

"Wall Street has had to put up 
with plenty of problems from 
overseas in the recent past - now 


might be the moment of truth if 
the Fed hoists US rates, 1 * said one 
observer. 

Traders in London remained 
cautious about short-term pros- 
pects, taking the view that the 
market felt trapped in the 4.700 to 
•L8Q0 range. "We'd be much hap- 
pier and there would be much 
keener interest from the institu- 
tions if the market was trading 
off the 4*500 level,” said a senior 
dealer at one big European secu- 
rities house. 

The market was also braced for 
today's Bank of England's quar- 
terly inflation report. 

Turnover in equities at 6pm 
was 765m shares, well ahead of 
Monday's figure. 
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Indices and ratios 


FTSE 100 4793.7 

FTSE 250 4635.6 

FTSE 350 2321.0 

FTSE Aft-Share 2275.74 

FTSE as -S hare yteM 341 


Best performing sectors 


1 BecWdty — — — — 

2 Alcohofio Bovs 

3 Retaflar* Food 

4 Extractive Irate 

5 Ufa Assurance 


FT 30 ifi? 

ESJoSok" +14 ° 

I-TSE100™. Dec _ -- r.65 

TO yr Gilt yield .qj, iu 

Loig gllt/aqirfty yW ratio 1.96 1,34 

Worst partormlns * #ctor * 

1 Insurance.... : - 

2 HousehoW Goods p 

3 PhannacaUticote " 0 ‘q 

4 , 0 ' fl 

5 DWributOfS 


ABN hits 
mortgage 
lenders 


By Peter John, Anthony 
Reuben, Martin Brice and 
Joel Klbazo 


The housing market may be 
fine at the moment but there 
is a certain amount of subsi- 
dence among the mortgage 
lenders. 

In a climate of rising Inter- 
est rates and Increasing com- 
petition, ABN Amro Hoare 
Govett has weighed in with 
swingeing downgrades of the 
demutualised building soci- 
eties. Hoare has put together 
a weighty piece of analysis 
arguing that the premium 
rating enjoyed by the mort- 
gage banks compared with 
their banking counterparts 
is undeserved. 

The broker has turned 
seller on Halifax, Abbey 
National. Woolwich and 
Northern Rock. It has 
removed its “buy” recom- 
mendation on Alliance & 
Leicester, which trades at a 
discount to its rivals. 

It believes the newly 
floated companies are being 
hit from all angles: from 
below - as the smaller exist- 
ing mutuals grab more mar- 
ket share; from the side, as 
supermarkets Sainsbury and 
Tesco enter the mortgage 
business; and from within; 
analyst Robin Down says 
Halifax has "a short £4bn of 
surplus capital” which, he 
says, it may well spend on 
increasing its share of the 


market. "If it does so. it 
could well prompt a price 
war,” says Mr Down. 

The broker prefers the 
clearers and has reiterated 
its "buy” stance on NatWest 
and Bank of Scotland while 
raising its recommendation 
on Royal Bank or Scotland 
from “sell” to “hold". 

As Hoare prepared to 
embark on a marketing tour 
of the leading fund manag- 
ers. Halifax dipped 2 to 688p, 
Abbey - which yesterday 
raised its mortgage rate by 
25 basis points - added 2 at 
978p. Woolwich lifted 2 to 
291p and Northern Rock was 
up 2 at 482p. Alliance fell 4 
to 680p while NatWest 
improved 14 to 8S6p. Royal 
Bank oE Scotland rose 7 to 
665p but Bank of Scotland 
dipped 7 to 4£3p. 


Mixed fortunes 


Schraders, the tightly-held 
merchant bank, continued 
its rollercoaster journey as 
the lack of depth in the new 
electronic order book and 
the lack of liquidity 
prompted a foil in the ordi- 
naries but a sharp rise in the 
non-voting shares. 

The bank is heavily 
exposed to the Far East, 
which has been the catalyst 
for global market turmoil 
over the past month. In the 
1996 report and accounts, the 
region represented L5 per 
cent of assets and profits but 
22 per cent of the workforce. 

The ordinaries tumbled 20 
per cent in the last two 
weeks of October, with a fur- 
ther posh downwards from 
Merrill Lynch. Yesterday, 
they fell 28 to £16.72. The 
non-voting stock bounced 75 
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Italian Lire 
200,000,000,000 
Floating rate notes 1998 


Notice is hereby given that 
forthe interest period B 
November 1997 lo 12 February 
1998 the notes uhU cany an 
interest rate of 537578% per 
annum. Interest payable on 
E February 1998 aril! amount 
to ITLS1468 perTTL 5,000.000 
note and m 814, 683 per 
/TL 50, 000.000 note. 


Agent: Morgan Guaranty 
Thist Company 
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advertise in 
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Times. 


JPMorgan 
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LesEchos 


The FT can hrip you teach 
additional businea* readers in 
francs. Our link with d» French 
business newspaper, Les Echos, 
gives you a unique reenutment 
advertising opportunity U 
capitalise on The FT& European 
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to £11x50 although the rise 
was seen as a function of the 
tight market rather than a 
fundamental recovery. 

Acorn Group was the third 
most heavily traded stock 
with volume of 26m, as 
1225m shares were placed in 
the market at 130p. David 
Lee. the manag ing director, 
said the shares were sold by 
Lehman Brothers, which 
bought the stock from Oli- 
vetti during the s umm er as 
part of the Italian group's 
long-term plan to dispose of 
its holding. Olivetti still 
owns 16.5 per cent. The plat 
lug was carried out by 
Acorn's house broker, ABN 
Amro Hoare Govett. 

It is understood 6m shares 
were taken, by five investors; 
Abbey Life, Mercury. Hen- 
derson. Schnxiers and Mon- 
treal Trust Hie rest of the 
stake was placed with 10-15 
other institutions. 

The shares, under pres- 


sure for several sessions in 
anticipation of the placing, 
rose 4 to L45p. They have 
fallen sharply from a peak of 
240p in April 

International drinks and 
food retailing group Allied. 
Domecq was the best per- 
former in the FTSE 100, 
climbing 27 or 5.6 per cent to 
508p after full-year figures. 

The selection of FlrstBns 
as the preferred bidder for a 
majority stake in Bristol Air- 
port saw the shares gain 6% 
to ZllVlp. 

Transport stocks have had 
a good run recently as ana- 
lysts have taken a positive 
view on their prospects 
under a Labour government 
keen on promoting public 
transport, particularly since 
the regulatory impact seems 
likely to concentrate on 
quality of service rather 
than level of profits. 

The latest company to ben- 
efit from investor interest In 
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FT 30 3137.1 3l35u1 3106.3 31615 3189.6 27755 3+303 2666.8 
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P/E ratio mx 2051 20.33 20.20 20-58 20 -K 1651 22-33 15.80 

P/E ratio nfl 20.03 20.06 19.92 20 JO 20.53 16.65 224B 15-71 

FT 30 ana t axn^attn htgti 343113 l BOOST; km 49.4 ZflrtHMO. Bum CMk 1/7/35. 

FT 83 Notify changes 

Open 9L00 IftflO 11.00 1100 13410 144)0 154)0 1100 tflgh Lowr 
3135.4 3118.0 3112.7 31285 31302 3139.0 3132.7 3125.7 31345 314&6 3106.8 
Nov 11 Nov 10 Nov 7 Nov 6 Nov 5 Yr ago 

SEAQ bvgalra 40586 48,050 53.795 42,575 46.780 34£44 

Equity turnover (Em)t - 2751.0 2616.6 2593.0 25B5.7 1019a 

Equity bogatat - 39,092 41.175 36,367 35428 22.597 

Shares traded (ml)t - 800.9 782 757.7 728-3 371.6 

l&niwMg wra-nodei and amw hsimer tout mdudrg Gnat lumaw. 

C FTSE H Mi uUunl Lknud 1907. Ad ripfei ramed- for 1997. 


■ London martat data 


Haw and fair 52 Week highs and lows UFFE Equity apflana 

Total Rises 429 Total Mghn 38 Total contracts 31.884 

Total Falto 956 Total Lows 111 Cab 14/175 

Sam 1j667 Puts 17.409 

Hair 11 tUa based an Equity dam Rated an the London Shin Semico. 


Union 



MARGINED FOREIGN' EXCHANGE 
FUTURES & OPTIONS 
24 HOURS i-i 


ViV.Pv'/'.'.AA.y'.ncji ccn 
f:x 0171 52 2 2517 


0171 

283 

8333 


OpSons BERPL^FUTURKLPmi D 

& FOREX 38 DOVER STREET, LONDON WIXSRB M 
"“SSSSj” 3 TEL 0171 6291153 BIX.- 6171 <950022 ! 


httytffwvJMLeeJk 


REAL-TIME ELECTRONIC FOREX DEALING 

FREE pries :s«i. chaits and nows 


h ixUtALi i.v»- i .- t.-. • SH 3 lid 


E-Mail: rcfJt'i'2- .'crox-cr.ic. cg.uk * T5i: +-M 171 S6 S C5C0 


F utureSource 

MSB 



MIN1S&P 

500* 

FUTURES 

& 

OPTIONS 




TOR A FREE MINI S4FT8AWNC KIT AND DETAILS Sfl 
OH 0l» BHKEMCESEW1CZS, filMEODNlACT: =- 
T:OOHI71©lia RNHI7I4BH& teptfawkllcwi 


mini 

REUTERS 



FUTURES 


\INDEX 

I FINANCIAL 


...how would you like a 

90% EDGE 

trading to moves, down moves, Sl 
evf»BdcaaYff mnymeoMtet 
with dug new sckmific approaefa- 


4M*mtataaoawf«a»«sp 

RrlQSjaOBFHScototr 

auornut Damwf.ut 
lesooae w g s w DTcooK. 


mm 

l«Uaand7E0o 


wuimnw BwnNinmiOT 
W:-*4TTt *«**•» hE«4lin4atBir 
mi i an sis m mJawna 
■M:«a7Nm3M Me*i7HiHnn- 




MUIRPACE 


A penoaol 9tnw in FnSam. Cfydnsd 
QnmSawSit&alecaatH 

JkMts Mwwril 

rami m i99t 

ter OI71 490 61 13 




Fast Fills. 

Low Rates. 
Quality Service. 

$5 .£25 

fttew t Opdem, nnfttaa 

iawlhatfaMll Bflljf* 

CwprtextecUafr. 

0800-262472 

UftD-lMXOOCK &C CO 1 1 PAM’ | 

vf.j ( t-,i> v. , it s;. ♦ rnv 41 ? ] 

EBBOlTMSMMfi 

TCufind-nUoduffl) 

UtalM 


forthcoming information 
technology staff shortages 
was Staffware, the Aim- 
traded computer software 
design company, which rase 
almost 9 pm- cent or 25K to a 
record S19p. one of the larg- 

est rises outside the FTSE 
350. 

CRT, the IT training and 
recruitment group that last 
week announced an 86 per 


Involved the same number of 
shares at the same price, 
said the company. The 
shares shed to 147Vap. 

Industrial Control Ser- 
vices Group shares fell 8 to 
48p alter the company issued 
a profit warning at its 
annual meeting. 

The control and safety 
systems manufacturer said 
the problems It had reported 
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bled in the past year. In 
August, the shares stood at 
129p. 

The building sector was 
affected by a research note 
from the team at Dresdner 
Kleinwort Benson, which 
recommended investors 
reduce their holdings due to 
a slowdown in the UK hous- 
ing market in the past two 
months. The tanker was said 
to have downgraded its 
stance on Wlmpey, down 1% 
at H5p, Barra tt Develop- 
ments, down 2% to 256p and 
Redraw, off 6 tp.l 56p in the 
biggest fall in the FTSE 250- 

The strength of the pound 
led to suffering among inves- 
tors in companies exposed to 
overseas earnings, particu- 
larly engineers. Foremost 
among the lasers was Siebe, 
down 44 to £11. Blue Circle, 
with 68 per cent of its sales 
outside the UK, feE 8 to 352p. 

Rentokil Initial, which 
recently had a good run. after 
a series of presentations to 
US investors, and lias less 
than half its sales in the UK, 
shed 7 to 237p. 

The highest reported turn- 
over in the market, 99m, was 
in British Keel, and due to 
the rebooking by the compa- 
ny’s broker, Cazenove, of the 
July 93 -2m share buy-back at 
155p. following what British 
Steel said was “an adminis- 
trative error'’. The rebooking 


over was dealt through. Tra- 
depoizvfs dealing system. 
The shares fell 8'/* to 456%p. 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


4 


Investors go cool on the Baltic republics 


WORLD OVERVIEW 


Stock markets yesterday 
braced themselves ahead of 
today's meeting of the Fed- 
eral Reserve open market 
committee which could sanc- 
tion an increase in US inter- 
est rates, writes Philip 
Coggtm. 

A rate rise would cense as 
a surprise after recent stock 
market turmoil. Cary 
Leahey. US economist at 
High Frequency Economics 
in New York, said: “No-one 
Is looking for the Fed to 
move today. Domestic con- 
siderations present a mild 
case for another tightening 
but the shaky equity mar- 
kets here and abroad are 
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more pressing,, keeping the 
Fed on hold." 

Nevertheless, central 
bankers have surprised mar- 
kets before and traders were 
understandably unwilling to 
take big positions ahead of 


the news. Furthermore, a 
number of European mar- 
kets were closed far Armi- 
stice Day and with the US 
market operating at half- 
pace because of its rough 
equivalent. Veterans Day, 


bourses were fairly subdued. 

A sign that recent volatil- 
ity was prompting investors 
to pull oat of the fringe mar- 
kets was shown by the Baltic 
republics, where Estonia fol- 
lowed Monday's 19 per cent 
dive with an initial drop of a 
farther 10 per cent 

Speculation that Estonia 
may devalue Us currency, in 
the face of a sizeable current 
account deficit (about 10 per 
cent of GDP), has made over- 
seas investors nervous. 

And a sharp rise in inter- 
est rates, designed to cool an 
economy which grew at an 
annual rate of 1&4 per cent 
in the second quarter, has 
hit local investors; many had 
bought shares on borrowed 


money In the hope of profit- 
ing bom a market which, 
until the recent fall-out, had 
quintupled in a year. 

Although the Estonian 
market recovered to fin i sh 
only 1-76 per cent down an 
the day, the contagion has 
spread to the other Baltic 
states. The Latvian market 
toll 4 per cent on Monday 
and another &8 per cent yes- 
terday. while all five listed 
stocks in Lithuania were 
marked lower at the morn- 
ing price fix. 

Geoffrey Dennis, em ergin g 
markets strategist at HSBC 
James Capel. said Estonia 
was suffering because specu- 
lators have recently been 
targeting all countries with 


a currency board. The Esto- 
nian kroon is linked, via a 
board, to the D-Mark. 

But Stuart Bennett at 
Westdeutache L&ndesbank 
said there was considerable 
political capital invested in 
the Estonian exchange rate, 
and the country would prob- 
ably battle hard to defend it 

Another market feeling 
toe pressure because of cur- 
rency speculation is Greece. 
The Athens general index 
dropped 5.9 per cent yester- 
day in the face of the high 

short-term interest rates - 40 
per cent for one-month 
money — needed to defend 
the currency. 
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Dow steady 
ahead of Fed 
rate meeting 


Daimler sidesteps profit warning 


AMERICAS 


Wall Street had another dull 
morning as the market 
appeared to go on hold 
ahead of today's meeting of 
the Federal Reserve open 
market committee, writes 
John Ldbote in New York . 

Volume was again thin as 
investors remained cautious. 
"AH toe pieces are in place 
for the market to do noth- 
ing,” said Michael Driscoll, 
senior block trader at Ham- 
brecht & Qoist. 

The absence of the Trea- 
sury market, closed for Vet- 
erans Day, helped to subdue 
trading levels. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was 13.75 higher at 
7.566.85. The broader Stan- 
dard & Poor’s 500 Index rose 
4.34 at 925.47. The Nasdaq 
composite index was up less 
than a point to 1.591.28. 

Among Dow components, 
all eyes were on Eastman 
Kodak, which announced a 
new strategy to reduce costs. 
The stock was down $4% or 
more than 6 per cent to 
$81%. 

Shares in Caterpillar, the 
industrial equipment maker, 
also fell after dBC Oppen- 
beimer downgraded the 
stock to "underperform”. 
Caterpillar fen $2% or more 
than 5 per cent to $47-ft. 

Equity trading continued 
to lack a clear direction as 
the earnings reporting sea- 
son draws to a dose. “The 
market’s having a tough 
time holding on to gains,” 
added Mr DriseoIL 

“A lot of people are 
looking for the market to 
drift lower, with many 
expecting the Dow to re-test 


lows near to 7.000,” he said. 

The telecoms industry con- 
tinued to feel the impact of 
the merger deal between 
MCI and WorldCom. 

Sprint, the third largest 
long distance company, rose 
$2tf or mare than 5 per cent 
to $55% after Morgan Stan- 
ley increased the company’s 
rating. WorldCom fell back, 
down $L£ to $293- Shares in 
MCI lost $% at $41%. 

Shares in WalMart rose $% 
to $37 ^ after the retailer 
released earnings In line 
with expectations. 

Technology company 
stocks were mixed. The 
Pacific Stock Exchange's 
technology index rose less 
than a point to 30L30. 

TORONTO traded within a 
narrow range in slow vol- 
ume ahead of today's meet- 
ing of the Federal Reserve 
open market committee. 
Golds rallied on the back of 
Improving bullion but the 
broad market showed little 
chang e. 

At noon, the 300 composite 
index was up L57 at 64320.60. 

A good morning for golds 
helped mitigate generally 
dull trading far bank shares. 
Barrick rose 55 cents to 
C$27.70 and Place- Dome 55 
cents at C$19.75. 

Among banks. Royal Bank 
of Canada hardened 10 cents 
to C$74.50, but Toronto- 
Dominion came off 50 cents 
to C$5255 and Bank of Mon- 
treal eased 35 cents to 
C$64.45. 

Alcan Aluminium gained 
30 cents to C$39.70 and New- 
bridge Networks 60 cents to 
C$62.10. 

A profits warning sent 
Milkyway Networks down 
C$1.18 to C$1.71. 


A firmer Dow and dollar 
provided sup port w hich 
enabled FRANKFURT to 
hold on to modest gains in 
late electronic trade and the 
Ibis-indicated Dax index fin- 
ished 6.42 higher at 3,734.79. 

Daimler-Benz picked up 
DM1.60 to DM11L30 after an 
analysts’ conference ™it 
which played down problems 
surrounding the launch of 
its new small A-class car. 

Earlier in the day, the 
company said that, the cost 
of equip mg the car with 
additional safety features to 
prevent it from overturning 
would reduce 1998 operating 
earnings by DM200m. 

A DM27.20 fell in Volkswa- 
gen to DM959 AO was attri- 
buted to the delay In the 
company’s planned capital 
raising exercise until next 
year at the earliest, and its 
exposure to the Brazilian car 
market 

Among the day’s best per- 
forming stocks, Henkel 
picked up DM3430 to DM96.70 
and Beiersdorf was DM2 
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Mexico City edges up 


MEXICO CITY opened 
higher, buoyed by an 
advance on Wall Street and 
news that Br azilia n shares 
had stabilised. 

Dealers reported some 
buying interest and the EPC 
index was up 14433 to 4,560.15 
at mid-session. 

Investors gave a robust 
response to news that Carlos 
Slim, who chairs telecommu- 
nications giant TeUnex, 
underwent heart surgery 
last month and was now out 
of danger. Tehnex was up 30 
centavos at 17.90 pesos, 
while Grupo Carso, a con- 
glomerate headed by Mr 


Slim, was 50 centavos lower 
at 5220 pesos. 

SAO PAULO lost ground 
in thin trade as investors 
continued to mull over what 
the government’s fiscal aus- 
terity plan means for eco- 
nomic growth. 

The Bovespa index was 24 
lower at 84362. The decline 
was led by Telebras, which 
dropped R$L29 to RS108.70. 

SANTIAGO traded side- 
ways as investors continued 
to fret about lower levels of 
economic activity following 
Brazil’s austerity plan. The 
SASE index rose 0.24 to 
115.44. 




higher at DM75 in the wake 
of ninemonfh results. 

AMSTERDAM had another 
day of narrow trading: Vol- 
ume stayed low and at the 
dose toe AEX index was off 
1.30 at 855.74. 

ING was the main talking 
point. The financial giant 
was again at the centre of 
rumours of a bid for Banque 
Bruxelles Lambert of Bel- 
gian and the shares rose 80 
cents to FI 81430. 

A statement from ING was 
said to be imminent. 

Aegon dipped 10 cents to 
FI 154.30 ahead of today’s 
third quarter results state- 
ment Quarterly figures from 
Hunter Douglas disap- 
pointed, sending the shares 
d own F I 3.00 to FI 79430. 

ZURICH was enlivened by 
activity in the banking sec- 
tor in otherwise dull trade 
np ri thg SMI 3 r;der finish**! 
24J2 higher at 5,483.9. 

UBS picked up SFrlO to 
close at SFTLG96, aft a high 
of SFr 1,712, as a largely 
favourable reaction to the 


Stack testnga Ml Ota I 
tataptafasm 
FontaiM**. 

bank’s 88 per cent rise in 
nine-month net profits 
waned as the day wore on. 

Analysts noted that activ- 
ity in the shares r emaine d 
rumour driven with some 
investors believing that the 
group may be planning an 
important announcement at 
its annual press w n lWunpn 
on November 21. 

Nestfe gained SFrSO to hit 
SF*2,000 on steady buying 
from the UK and US as the 
stock continued to benefit 
from last week’s figures 
from Unilever. Analysts 
noted that Monday’s news of 
Nestlfe’s purchase of Italy’s 
San Pellegrino group would 
reinforce the Swiss group’s 
position as one of the 
world's largest mineral 
water producers. 

MADRID declined for a 
fourth consecutive session 
as renewed weakness in 
Telefonica weighed on the 
market. 

Shares in the telecommu- 
nications group fell by 3 per 
cent in the morning session 
after Rodrigo Rato, Spain's 
economy minister, mistak- 
enly said, that urban phone 
tariffs would be cut by up to 
50 per cent next year. What 
he meant was that rural tar- 
iffs would be cot by 5 per 
cent 

The statement was later 
corrected, but Telefonica 
struggled to recover lost 
ground, ending Pta85, or 2J 
per cent lower at PtaS^OO. 
The stock was also short of 
friends because of uncer- 


Paris and Brussels were 
closed to mark Armistice 
Day. 


tainty surrounding its pro- 
posed link-up with MCI of 
the US following World- 
Corn’s increased 000*, deal- 
ers said. 

Otherwise, trading 
remained quiet with dealers 
repenting little buying inter- 
est from investors. The gen- 
eral index ended 4437 lower 
at 547.16. 

Domestic earners again 
outperformed, with motor- 
ways operator Aurnar Pta85 


Banks’ rebound supports Nikkei 


ASIA PACIFIC 


A rebound for bank shares 
lifted TOKYO but underlying 
sentiment stayed weak, 
writes Betfum Button. 

The market Is expecting 
further details of a govern- 
ment stimulus package to be 
announced on Friday, which 
is leading to some reluctance 
to trade outside a fairly nar- 
row range, even though 
expectations for the package 
are low. 

The Nikkei 225 average 
strengthened 1.1 per cent, 
gaining 170.03 to close at the 
day’s hi gh of 15,867.23. after 
hitting a low of 15,647.65. 

The Topix index of all first 
section shares climbed 1487 
to 1,22495 while the capital- 
weighted Nikkei 300 index 
was up 3456 at 239.48. 

In London, the ISE/Nikkei 
50 index fell 0.16 to L399BL 

Banks and securities com- 
panies dominated the list of 
the day’s most heavily- 
traded shares. Sanyo Securi- 
ties, which has filed for 
bankruptcy, was the day's 
volmne leader, gaining Y3 to 
dose at Y8. 

Yamaichi Securities, 
which has been hit by 
rumours of financial difficul- 
ties, finned YB to YlK>, also 
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in heavy volume. The securi- 
ties sector was tip 2.01 per 
cent as a whole. 

The banking sector 
showed the strongest overall 
gains, rising 4.01 per cent 
The momentum of basking 
buy-backs started in Europe 
overnight and continued in 
toe Tokyo session. 

However, traders said 
there was no fundamental 
improvement in the outlook 
for the banking sector, 
which has fallen more than 
35 per cent so far this year. 

Bank of Tokyo-Mitsubishi 
gained Y11Q to Y1620, Sanwa 
Bank Y45 to Y1.040, Sumi- 
tomo Bank Y90 to Yl.220, 


and Industrial Bank of 
Japan Y30 to Y1.M0. 

Rumours of a new alliance 
in the telecommunications 
sector led to the suspension 
of shares in .KDD, an inter- 
national carrier, after a 
newspaper reported that it 
was to merge with Teleway, 
a telecommunications affili- 
ate of Toyota, the car maker. 
Toyota’s shares gained Y50 
to Y34330 although none of 
the companies would con- 
firm the reports. 

Turnover slipped to an 
estimated 430m shares, from 
437m on Monday. Gainers 
outnumbered losers by 625 
to 461. with 166 unchanged. 

In Osaka, the OSE Index 
climbed 144.21 to 16,753.54, in 
volume of 10 . lm shares. 

JAKARTA concentrated 
on the corporate respite sea- 
son and found it wanting. 
The composite index fell 
144>4 or 3.1 per cent to 44846 
on turnover of around 
Rp3Q6bn. 

Dealers said that trading 
was dominated by local play- 
ers. Astra, which annonneed 
lower nine-months earnings, 
lost Rp50 to Rp2£25. Telkom 
slipped Rp75 to Rp2,975. 

G-udang Garam was the 
leading loser, declining 
Rpl,100 or 1L6 per cent to 


Rp8,400 on strike news. 

HONG KONG trimmed 
early gains but still dosed 
slightly firmer, overhung by 
worries over high interest 
rates and falling property 
prices. 

The Hang Seng index 
turned back from a high of 
10,251.65 to dose UL29 better 
at 10,004.13, its first advance 
after five straight sessions of 


SINGAPORE saw cherry- 
picking of stocks viewed as 
under-valued, bat many 
dealers remained pessimistic 
over the short to medium- 
term outlook. 

The Straits limes Industri- 
als index climbed steadily 
through the day, reflecting 
increased buying interest in 
a range of blue chips, to 
close 20.41 higher at 1,68440- 

SEOUL failed to rally after 
Monday’s 6 per cent fall, 
weighed down by continuing 
concerns about Financial 
instability. The composite 
index closed 3^1 lower at 
522. LL 

Dealers said the market 
had felled to recover because 
attempted rallies had 
prompted further foreign 
selling. Foreign sales were 
estimated at WonTfflra, down 
from Monday's Won96,6hn. 


W ghw at pta24S35 «n«i rival 
Acesa up PtalO at Ptal*855. 

ATHENS tumbled SJS per 

w»nt as rimppcHi* and fhrwfg n 

investors lost confidence, 
unsettled , by the persisting 
hi gh drachma rates in toe 
money market which added 
to the overall bearish mood. 

The general index settled 
85.62 lower at 1^77.76 after 
bitting an intra-day low at 
1^67.92. All but one of its 62 
component stocks finished 
lower on the day. 

ISTANBUL saw early 
gains erased by strong after- 
noon selling, prompted by 
technical resistance and 
increasing caution on the 
part of investors: ■ - . 

The IMKB National-100 
Index ended the day at 5318, 
down 65 and sharply below a 
day’s high of 3X162 registered 
during morning trade. 


MOSCOW extended Mon- 
day’s 8 per cent drop as the 
market remained in the grip 
of a fierce liquidity squeeze. 

Large braising houses were 
said to be refusing to deal 
with smaller regional bro- 
kers because of counterparty 
risk fears, preventing domes- 
tic investors picking up 
shares being sold by foreign 
investors. 

"A lot of domestic inves- 
tors think prices are quite 
at t r ac t ive now the market 
has fallen by 25 per emit, but 
their bids are not being 
taken up,” said Christopher 
Granville at UCB, a Moscow 
brokerage. 

The RTS index closed at 
385.69, down 16.41 or 4J. per 
cent. 

Written and oSted by Michael 
Morgan, Jeffrey Brawn, Jona- 
than Ford and Peter HaL 


SOUTH AFRICA 

Shares in Johannesburg put 
negative inflation news to 
one side and concentrated 
on upbeat corporate results. 

The all-share index rose 
.50 to 6.659JS following a 
171.3 gain to 10,115.2 for the 
fmanrlal sector. Industrials 
im proved 4&9 to &J7&5. 

Dealers said a stranger- 
than^eXpected producer 
price index for September 
was seen as a blip in the 
long-term downward trend. 
Golds added 5.1 to 85541. 


EMERGING M ARKET FOCUS 

Honeymoon 

over for Thais 


The Thai stock market has 
greeted the supposedly 
investor-friendly new gov- 
ernment, led by Chuan 
Le&kpai and his band of 
economic heavyweights in 
the Democrat party, with a 
twoday fell of 5.1 per cent 

This can be explained 
partly by the one-week 
elopement between the 
market and the Democrats, 
which resulted in a 10.2 per 
cent rise in stock prices fol- 
lowing the resignation of 
the forma - prime minister. 
Chavalit Yongchaiyudh. 
Once Mr Chaim's appoint- 
ment was confirmed, he 
and the market have had to 
settle down to more mun- 
dane married life. 

What they are findin g is 
not pleasant. Mr Chuan 
acknowledged yesterday 
that some unpublished fig- 
ures — many believe be was 
talking about the huge 
sums that the Thai central 
bank is still lending to 
harden and finance compa- 
nies - look "scary". 

Meanwhile, the stock 
market took to heart a 
report' by broker Jardine 
Fleming which called a 
“sell” on all Thai banks. 

flnrmiwg tha t. HOD -perform- 
ing loan levels could rise to 
25 to 30 per cent by the 
middle of next year. The 
hanking sector, the biggest 
and most liquid in the Thai 
market, closed down 842 per 
cent yesterday. 

Such levels of non-per- 
fonning Joans “will wipe 
out a significant amount of 
equity in the banks, which 
calls for a large revision 
downward of our adjusted 
book values”, Jardine 
Fleming said, echoing an 
opinion held by other bro- 
kerages. 

As Thai banks bead into 
large recapitalisation exer- 
cises, the remaining equity 
levels in the banks, in some 
cases negative, are impor- 
tant in aaBwwng how much 
dilution existing sharehold- 
ers are going to have to 
shoulder. 

If banking recapitalisa- 
tion costs $lbn (about 
$1.2bn has already been 
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announced by eight Thai 
banks), this will equal the 
maximum amount, In 
terms of percentage of mar* 
ket capitalisation, raised in 
the Thai market during the 
boom years, according to 
Dresdner Kleinwort Ben- 
son. The difficulties In rais- 
ing such cash during peri- 
ods of financial volatility 
will continue to put pres- 
sure on share prices. 

Domestic Investors who 
have their money In 
mutual funds could also 
start to redeem their funds 
if the economic slowdown 
continues for much longer. 

The one positive for for- 
eign investors is that the 
declines over the past two 
days have been mitigated 
by a strengthening of the 
Thai baht. Yesterday it 
closed at Bt37.9 to the US 
dollar after hovering below 
Bt40 for much of last week. 

“The Democrats are actu- 
ally better for the currency 
tfrqn for the stock market,” 
says David Connor, head of 
research at tndosuez W.I. 
Can- in Bangkok. 

“If they make the diffi- 
cult and painful decisions 
needed, that is going to be 
reflected [in] at least six 
more months of poor per- 
formance in the economy 
and earning s of listed com- 
panies. But [those deci- 
sions] should be positive 
for the overall system and 
therefore strengthen the 
currency." 

Ted Bardacke 
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Professionalism and strength. 
What champions are made of. 
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HSBC Asset Management is the investment advisory and 
fund management arm of the HSBC Group, ranked the 
world's ninth-targes* corporation by total assets’ and one 
of the world's largest banking and financial services 
organisations. HSBC Asset Management manages US$49 bflfion . 
worldwide, with investment teams In ajl major markets, 
combining giobai presence with local knowledge. This gtobaHocal 


approach means funds are expertly managed dose to the 
market in which they are invested. Client service is 
paramount, with local committed client sarvtce profeasKjnals 
maintaining an ear to the ground and an eye on the market 
place, to. ensure client needs are fulfilled. Dedicated 
professionalism backed by financial musclB, and global reach 
supported by local delivery, are what makes us a winning team. 


HSBC Asset Management 
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BELGIUM 


With preparations for Emu on track, leaders 
must now try to restore the public's faith in 
the nation’s institutions, argues Neil Buckley 



a sense of unease 


C ast a rapid glance at 
Belgium and you see 
a stable, prosperous 
nation, on its way to joining 
the European single cur- 
rency. with good healthcare 
and education, and unem- 
ployment at about the Euro- 
pean average. Take a deeper 
look, however, and you find 
a country which, 167 years 
after its foundation, is still 
not at ease with itself. 

After the explosive growth 
of the post-war decades, the 
oil price shock of the 1970s - 
which hit heavy industrial 
Belgium particularly hard - 
and the beginning of recov- 
ery in the 1980s, recent years 
have been marked by grow- 
ing questions over the future 
of culturally lin- 
guistically divided nation. 

Talk to most citizens and 
their biggest concern is lack 
of faith in Belgium's izstitu- 
tions. A recent survey of 
3,000 people by the franco- 
phone daily Le Soir found 
only 21 per cent expressed 
confidence in the justice sys- 
tem and federal government; 
only a quarter in regional 
government or the national 
parliament Eight out of 10 
considered Belgian politi- 
cians corrupt 
The poll coincided with 
the anniversary of the 
"White March", when more 
than 300,000 people pro- 
cessed in silent protest 
through the streets of Brus- 
sels demanding sweeping 
legal reforms. 

The case that provoked 
the White March, the 
so-called Dutroux affair in 
which at least four young 
girls were kidnapped, abased 
and murdered, allegedly by a 
convicted rapist still casts a 
shadow over the patinp . _ 

A parliamentary inquiry 
into the affair, and the insti- 


tutional bungling and cor- 
ruption it exposed, con- 
cluded this .April that HUB; 
functionings _ of the legal 
'system were so bad as to 
tirat at risk the state of 
law". 

The Dutroux affair ctmld 

resurface next month when 
the inquiry commission is 
due to. publish its .final 
r ep ort, wafpwfag individual 
responsibilities for judicial 
fjgifings. and whether - as 
many Belgians believe — the 
accused enjoyed pro- 

tection. 

Public suspicions of state 
institutions have been 
fuelled by new revelations of 
alleged bribe-taking by 
the francophone Socialist 
Party in the late 1980s. Mem- 
bers are accused of taking' 
kick backs from Agusta, the 
Italian helicopter company, 
and Dassault, the French 
aviation group, in return far 
government contracts. 


Two. sender Socialist pbhti- 
rians were arrested in con- 
nection with the case in Jan- 
uary,' while: Guy Spitaels, 
farmer Socialist party presi- 
dent, was farced to resign as 
president of the Walloon 
regional assembly tn March. 
. Jean-Lac Dehaene, the fed- 
eral pi-ini* . minister, frwdgfat 
that a tightening of the rules 
on party funding means 
such corruption is a thing of 
the past He also insists that 
"revolutionary" legal 
•reforms are under Way- 

Funding is being 
increased, the political 
appointment of judges is 
hring ended, a new Sn prw pie 
Legal Council is being cre- 
ated and the Belgian premier 
last Tnrvrrfh presented plans 
to amalgamate the country's 
two national police forces - 
the gendarmerie ami court- 
controlled judicial police. 

"I always knew our big- 
gest challenge would be 
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Chamber of RapraaentaSvBS oMBO 
members cfcecOy elected by .a system 
of proportional representation; Sense 
of 73 cBreetiy elected members, 40 
drectiy elected. 31 incBreafr elected 
or co-opted, end the heir to the throne 
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Mng Abort » acceded to the throne In 
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• NidunTd governBiMi. 

Councfl of Mntottre headed by the 
prime mHster (Jean-Luc OahaaraQ 
appointed by king on beats of abfflty 
la gati support of Chamber of 
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May 21 1995; next election due by 
May 1999 
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time,” he says. "People will 
start to sense changes pretty 
quickly but real changes will 
take five or six years to 
make themselves felt. Man- 
aging that is our biggest 
challenge, which is why I 
clearly said, an the anniver- 
sary of the White March, 

that I hart foil imrinTwtamriVng 

for those who said they 
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meeting place 


wanted to start ripping up 
the paving stones." 

There is a similar problem, 
Mr Dehaene adds , with mak- 
ing the public understand 
the need for the years of eco- 
nomic belt-tightening they 
have suffered to get Belgium 
in shape for the European 
single currency. 

But bringing public 
finances under control 
remains the crowning 
achievement of Mr Dehaene 
and his finance minister 
Phihppe Maystadt Such an 
achievement would have 
seemed unthinkable in 
days of double-digit budget 
deficits in the 1960s and even 
when the first Dehaene 
coalition took power six 
years ago. 

The deficit is forecast at 
24 per cent of gross domes- 
tic product this year and 24 
per cent next - well within 
the 3 per cent Maastricht tar- 
get Belgium's debt though 
still the highest in the EU, 
has come down by 10 per- 
centage points in four years. 

The government believes 
single currency membership 
will cement Belgium’s posi- 
tion in Europe and ensure 
continuing tight control of 
public finances. The aid of 


exchange rate fluctuations 
should benefit Belgium's 
exceptionally open economy 
- 70 per cent of GDP comes 
from trade, most with the 
EU. Belgian Companies are 
already profiting from the 
end of the continental Euro- 
pean recession. 

The Federal Pl annin g 
Bureau last week upped its 
forecast for economic growth 
this year from 2.1 to 2 A per 
cent, and for 1998 from 24 to 
2.7 per cent The Bel-20 index 
of leading shares reflects the 
business optimism, up over 
30 per cent since the new 
year, even after the recent 
turbulence on world mar- 
kets. 

But two popular concerns 
remain about the single cur- 
rency. The first is the poten- 
tial impact on Belgium of 
exposure to a Europe-wide 
economy. 

This year's defining eco- 
nomic event was the closure 
of French carmaker Ren- 
ault’s assembly plant at VH- 
voorde, north of Brussels, 
with the loss of 3,100 jobs. 
The brutal handling of the 

closure announcement, and 
failure to consult unions, 
was attacked both by Bel- 
gian politicians and the 


European Commission. 

More worrying was the 
apparent underlying reason 
for the closure: Belgium's 
high wage costs. Renault 
officials suggested the total 
cost of employing workers in 
Belgium was 30 per cent 
more than in France. 

With monetary union in 
sight, the government's new 
pri o ri t y is to cut wage costs, 
particularly employers’ 
social costs, to ensure Bel- 
gium can compete. What 
some have christened the 
“Vilvoorde syndrome" was 
also clearly behind Mr 
Dehaene's intervention in 
the spring merger of French 
holding company Campagnie 
de Suez and utility group 
Lyonnaise dee Eaux. He per- 
sonally sought guarantees 
that the autonomy of Tracte- 
bel, the fast-growing Belgian 
utility group indirectly con- 
trolled by Suez, would not be 
compromised. 

The second lingering fear 
is that monetary union could 
exacerbate tensions between 
Belgium’s regions: Dutch- 
speaking, centre-right, Flan- 
ders, with its low unemploy- 
ment and modem economy; 
and French-speaking, left- 
leaning Wallonla, with its 


once-great but declining 
industry and high jobless 
total - not to mention the 
Brussels region, a largely 
francophone island within 
Flanders, with the highest 
unemployment rate of aH 

The move to an openly fed- 
eral constitution in 1993 was 
an attempt to preserve 
national unity. But it has, if 
anything, increased 
demands for devolution of 
powers to the regions - at 
least in the political classes 
and media. Many regional 
politicians umi commenta- 
tors see Belgium's linguistic 
dividing line, first formally 
recognised in 1963, as not 
just the border between 
Flanders and Wallonia, but 
between northern and 
southern Europe. 

"We are the only country 
where a more Nordic 
approach and a more 
southern approach are in a 
kind of direct confronta- 
tion," says Luc Van den 
Brande, minister-president 
of Flanders. 

Mr Van den Brande, says 
that, contrary to popular 
belief, he does not want an 
Independent Flanders. But 
he does want an "autono- 
mous Flanders within the 
Kingdom of Belgium". 

His Walloon counterpart, 
Robert Collignon, is more 
cautious, warning that 
demanding more regional 
powers risks opening a "Pan- 
dora’s Box" that could even- 
tually lead to the dismantl- 
ing of the Belgian state. 

“That would be just as det- 
rimental for our Flemish 
compatriots as it would be 
for us," he says. 

With talks on further con- 
stitutional change expected 
to start after the next elec- 
tion in 1999, all sides are 
starting to formulate their 
positions. 

But Mr Dehaene says it is 
precisely Belgium’s ability to 
evolve and adapt that has 
kept it together, and will 
keep it together, for years to 
come. 

"I’ve always said Bel- 
gium’s structures are 
dynamic," he says. T con- 
sider it one of the merits of 
Belgian politicians that we 
have been able to evolve and 
reach agreements that have 
been approved with two- 
thirds majorities in each lin- 
guistic group. 

“And this has never given 
rise to terrorism or bombs - 
which is not something 
everyone in Europe can 
say." 


BUSINESS FOCUS 


BANKING IN EUROPE 


“Of course we are in favour of the Euro . 

With the Euro we can take on the Yen and the Dollar on equal terms . 


» 


“We are an international company with production 
plant in many different countries and trade links that cross 
frontiers right round the world, so the Euro impacts on our 
business at many different levels, 1 * affirms Alfons Peeters, 
managing director of Etemzt Construction Materials. “From 
the point of view of book-keeping, it may be just one more 
currency to deal with. However, when trading inside the 
European Union, exchange and hedging costs can amount to as 
much as half a percent of turnover, so their disappearance 
should result in a better bottom line. That’s why we are 
looking forward to Monetary Union.” 

The Euro - the world's strongest 
‘local currency' 

Mr Peeters went on to outline the company’s position 
towards companies outside the European Union, “Today, 

negotiating with a 
small, local currency, 
we are in an inferior 
position, and in terms 
of forex we always 
have to make conces- 
sions. With the Euro, 
this position will be 
reversed - we expect 
the Euro to be a strong 
currency especially 
against the dollar and 
the yen. It might permit us to require invoicing in the Euro, our 
‘local currency’.” 

How the Euro will level the 
playingfield 

But Mr Peeters looks further ahead than mere financial 
convenience and predicts management improvements as a 
result of the Euro. “The commercial playing field of Europe 
will be perfectly level thanks to the Euro and so competition 
will be played out without distortion, with pure management 
and marketing skills, technical knowhow and product quality. 




Alfons Peeters 

managing director of Eternit 
Construction Materials talks to 

Johan Cuppens 

European financial journalist 
and analyst 
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Money will no longer affect competitive tendering and perfor- 
mance and will revert to its proper role as a settlement tool. So 
the introduction of the Euro is going to mark a major step 
forward.” 

Preparation for the EMU has long been incorporated 
into Etemit’s forward planning. “We have already done a great 
deal of thinking on the subject," Mr Peeters continued, “and as 
we move towards the implementation process, we expect our 
banks to play a crucial role in the consultation, process. 
Generale Bank supplies us with some very valuable Euro- 
background as well as active briefings on financial topics and 1 
have no doubt that we are demanding customers.” 

The bank as a long term partner 

“For a company like Eternit with its widespread 
European network, having a ‘house bank’ with a similar reach 
is a major asset - it helps us both in international transactions 
and long term operations.” In fact the Bank’s international 
profile mirrors Etemit’s outside Europe as well but according 
to Mr Peeters, the key factor is the relationship with the bank 
in daily operations. “The decentralised nature of Generale 
Bank’s branch network gives us direct access to the man or 
woman in charge, and puts a human free on our business 
relationship. In fact, all round, we get much more than money 
from our bank.” 
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Membership of Emu is being approached 
systematically and structurally, explains 
Prime Minister Jean-Luc Dehaene in an 
interview with Neil Buckley 

A bigger voice 
in Europe 
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Question: You hare made 
qualifying for monetary 
onion your central policy. 
Why is Emu so important? 
Answer: Monetary union is 
the guarantee that, as the 
European Union enlarges, 
the motor of integration will 
continue to function. If we 
were not careful, and with- 
out such a motor, enlarge- 
ment could easily become 
just an evolution towards a 
free trade zone. 

We also should not under- 
estimate the euro as a factor 
in positioning “Europe" in 
the global economy. It will 
give the European economy 
a home base even bigger 
than that of the US, and In 
what will inevitably come - 
a new monetary order in this 
globalised economy - the 
weight of Europe's voice 
through a single currency 
will be much greater than if 
we spoke with 15 different 
voices. 

In Belgium, an under- 
standing of what monetary 
union meant, and the efforts 
required to attain it, have 
been integrated into our poli- 
cies since 1992. It's not some- 
thing we have woken up to a 
few months from the crucial 
moment, and panicked and 
started to take measures. It’s 
something we have 
approached systematically, 
and structurally. 

What are the lessons from 
the closure of Renault 
Vilvoorde? 

Renault is a problem which 
touched Belgium - and a 
region I know wen, because 
r live in VHvoonie - and so 
people tend to see it from 
that point of view. But, to 
avoid jumping to wrong con- 
clusions, we must realise 
that Renault Vilvoorde is 
part of a structural problem 
in the European car industry 


Sadly far Vilvoorde, Ren- 
ault had some of the biggest 
problems, because, since it 
was nationalised for so long, 
it waited too long before 
restructuring . . . and Ren- 
ault VUvoorde had some of 
the biggest problems imagin- 
able - low production, sev- 
eral models, of which it only 
made part, and a site that 
was difficult to adapt to new 
conditions. 

But Vilvoorde highlighted 
the potential impact of high 
wage costs on Belgium's 
competitiveness . . . 

In terms of competitiveness, 
wage costs are an important 

'There are 
moments 
when 

we experience 
common 
emotions' 

element. But we must not 
fall into tiie trap of present- 
ing these as the only ele- 
ment You can't ignore sci- 
entific research, training of 
workers, the flexibility of 
your labour modeL 
That said, it is clear 
we have a problem with sal- 
ary costs, but we have 
worked on it. In 1993, we 
adopted a policy of aligning 
the evolution of salaries 
with our neighbouring coun- 
tries. and undertook a kind 
of “remedial” operation by 
freezing real salaries and 
changing the basis of salary 
indexation. Then, for 199697, 
we limited salary increases 
to the average in our three 
neighbouring countries. 
That hag meant that, since 
1987-91 when our wage 


increases were hi gher than 
our neighbours’, we have 
been able to even things out 

Controlling wage costs 
also nipanq reducing employ- 
ers’ social costs. We have 
already cut employers’ con- 
tributions by about BFrSOhn, 
and we want to negotiate 
with unions and employers a 
four or five-year plan where 
we would align employers’ 
costs with our neighbours 
which would mean reducing 
them by another BFrSObn- 
BFrSQbn. 

Is that possible without 
fundamental social security 
reform? 

I’ve always said I don’t 
believe in a “Big Bang” in 
social security, but that you 
have to reform it in stages. 

We have already re-estab- 
lished financ ial equilibrium 
in social security, and we 
have Introduced some 
“brakes” on the healthcare 
system, which is the most 
difficult to control the 
most at threat from an age- 
ing population. We have 
undertaken the first stage in 
reforming private-sector pen- 
sions, and win do the same 
in the public sector. 

So. partial reductions 
in employers’ contributions 
should be partly compen- 
sated for by an easing of 
the budgetary situation. 
When we have any budget- 
ary leeway around the 
[requirements of the EU] sta- 
bility pact, we must use it 
primarily for reducing wage 
costs. 

A year after the White 
March, and despite the legal 
reforms undertaken, opinion 
p olls suggest citizens still 
have little confidence in the 
system. Why? 

I always knew that our 
biggest challenge would be 



Jeen-Uic Dehaene; “bi the polls you never find a majority saying w* must put an end to Belgium" 


time. Parliamentary debates 
and acts remain theoretical 
until they start to change 
things in people’s lives. And 
there are things which will 
change fundamentally, I 
have even talked of a 
revolution - but that will 
take time, while we frame 
the acts, while we 
make available the mwiis 
to do It and appoint the per- 
sonnel. 

Did the White March bring 
Belgium’s communities 
together? 

There are moments when 
we experience common emo- 
tions which prove that we 
are all part of one whole, 
moments when emotions are 
felt very strongly, which 
may be very different from 
one another. It might be a 
Belgian football team in the 
final stages of the European 
Cup, the death of the Ring , 
or the White March. These 
are moments when common 
fee lings largely overcome 
any differences. At that 



Flanders is at the heart of Europe. It has a perfect infrastructure, a multilingual workforce and a 
business-friendly climate. But that’s not all ... 

If you want to know exactly why international companies like Mazda, Nike, Toyota, Volvo Trucks, 
Levi Strauss, Philip Moms, Pioneer, Hyundai Heavy Industries and many others have chosen 
Flanders as their European business location, just give us a call- We will send you full details. 
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moment, those who don’t 
really sense differences say, 
“You see. there is no differ- 
ence.” while those like to 
highlight the differences 
say, “ Hold on, youU see”. 
And those two dimensions 
form part of the Belgian real- 
ity, a reality where there 
are feelings of h**fag ~ fei giiin, 
of being Flemish, of being 


Walloon, or of being Bruxel- 
lois. The main thing la 
to have s tr u c ture s which 
can cope with that 


Are you worried that 
Belgian citizens show so ' 
little faith in the state ■ 
institutions, at the same 
time as tiie regions are 
demanding more powers? 


There's something paradoxi- 
cal about the opinion polls. 
There is a fundamental lack 
of confidence in the institu- 
tions, that has really become 
apparent since the Dntroux 
affair - it is important to 
respond to that, and re-estab- 
lish confidence. But in the 
polls you never find a 
majority Saying we must put 
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an end to Belgium. You 
will find people saying 
the regions should have 
more competencies, but In 
general the majority of Bel- 
gians don't hold extremist 
views. 

Will Belgium still exist in 
10, or 20, years* time? 

Yes, but the reality will be a 
hit different from now. 


ECONOMY* by Emma Tucker 
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But the rewards 
of austerity 
may be impaired 
by an ossified . 
labour market . . 

For a country with the 
highest debt levels In the 
European Union, the Belgian 
economy looks remarkably 
robust 

Years of belt tightening, 
austerity measures and a 
wage freeze appear to have 
paid off and there is now 
little doubt that Belgium 
will meet the economic 
ambition that has over- 
ridden all other consider- 
ations for the past five years 
- to be among the first coun- 
tries to participate in a sin- 
gle currency. 

Figures from both the 
European Commission and 
the Belgian government indi- 
cate that the budget deficit 
will this year fall comfort- 
ably within the 3 per cent 
target which aspirants to the 
single currency must hit. 
The ratio of debt to gross 
domestic product, while still 
high. Is on a steady down- 
ward trend. 

“The outlook is bright," 
says Kristin Vandenbergen, 
an economist at Banque 
Bruxelles Lambert “We are 
considering revising our 
growth forecasts upwards.” 

BBL estimates that the 
economy wOl grow by 22 per 
cent this year. The govern- 
ment puts the rate at 24 per 
cent for this year and Z5 per 
cent for 1998 hut says these 
are “cautious a ssumpti ons”. 

A number of factors sug- 
gest growth could be signifi- 
cantly higher. Buoyant eco- 
nomic growth in Belgium’s 
main trading partners - Ger- 
many, France and the 
Netherlands, which account 
far 50 percent of exports - is 
expected to consolidate an 
upwards trend In export 
sales. According to Ms Van- 
denbergen exports were up 6 
per cent at fixed prices in 
the first seven months erf the 
year, compared with the 
same seven months last 
year. Im p orts rose by 42 per 
cent ova' the same period. • 

Indicators on the invest- 
ment side are also bullish. 
Capacity utilisation. In the 
manufacturing sector fa at 
Its highest level since May 
1974, reaching 832 per cent 
in the second quarter. 

The figures bode well for 
the government's on-going 
commitment to bringing 
down the deficit and raining 
in debt levels. 

In 1993 debt levels peaked 
at 135.1 per cent of GDP, 
reflecting a tendency of gov- 
ernments in the 1970s and 
1980s to resolve tensions 
between the country's two 
linguistic groups by throw- 
ing money at them. 

The Maastricht Treaty 
requires candidate countries 
for economic and monetary 
union to have an outstand- 
ing debt not exceeding 60 per 
cent of GDP, unless it is 
diminishing sufficiently. 
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the debt to GDP ratio was 
1284 per cent - there has 
been a sustained debt reduc- 
tion totalling nearly 13 
points over the past five 


Although Belgium remains 8 
long way from achieving the 
60 per cent target - last year 


The Belgian government 
believes this will be suffi- 
cient to persuade its Euro- 
pean partners that the coun- 
try's debt levels are 
** ri imirifghing sufficiently". 
The forecast for this year fa 
1254 per cent, in line with 
the European Commission's 
forecast of 124.7 per cent 

The deficit fa expected to 
drop to 2£ per cent this year 
and 22 per cent next year, 
with long term plans for a 
reduction to 14-L6 per cent 
by 2000, provided growth 
holds up at between 2 to 2J5 
per cent 

The blot on this optimistic 
picture is unemployment. 
T.Qtft many other EU member 
states , high and sustained 
joblessness has become a fix- 
ture, -with multiple pro- 
grammes and government 
schemes making little 
impact an the overall totaL 

The latest government fig- 
ures put the unemployment 
rate at 135 per cent of the 
active population. The Euro- 
pean Commission assess- 
ment is lower at 95 per cent 
for last year - a figure which, 
does not look particularly 
high in relation to other 
west European countrie s . 

However, at 63.1 per cent, 
Belgium has me of the low- 
est rates of labour force par- 
ticipation ■ of any member 
cou ntry of the Organisation 
for Economic Co-operation 
and Development, where tiie 
average is 704 per cent 

Various early retirement 
schemes have encouraged 
older workers to leave the 
labour force, -and according 
to the OECD, the underlying 
rate of unemployment in 
Belgium, once such workers 
and discouraged workers are 
taken into account, could be 
as high as 25 per cent 

In its latest Economic Sur- 
vey of Belgium, the Paris- 


based organisation had some 
harsh criticisms. It argued 
that heavy regulation of the 
labour market, long notice 
periods for non-manual 
workers in certain sectors, 
inadequate differentiation of 
wages, the centralisation of 
wage bargaining and high 
social security costs were all 
damping riamand for labour. 

H i gh unemployment bene- 
fits and pom- Job search con- 
trols on those dabning to be 
out of work simply added to 
the problems, said the 
OECD.. In. last month's bud- 
get the government sought 
to ease the unemployment 
problem by reducing Bel- 
gium’s crippling social secu- 
rity burden on. employers by 
BFrGbn from next July - 
equivalent to B£rz2bn annu- 
ally. While welcome, such 


measures are not enough for 
the OECD. 

It argued that much 
more radical reforms were 
necessary, to produce a more 
flexible labour market and 
called far greater wage dif- 
ferentiation with respect to 
skills, the phasing out of the 
automatic indexation of 
wages, further cuts in non- 
wage labour costs, and less 
centralised wage bargaining. 
It also said employment pro- 
tection should be relaxed so 
as to stop employers being 
discouraged from hiring new 
workers. Further, notice 
periods should be reduced 
for white-collar wokers in 
line with the short notice 
periods that already exist for 
certain blue collar workers. 

The criticisms were dis- 
missed by Jean-Luc 
Dehaene, the Belgian prime 
minister, as “confused and 
ideological”. Such reforms 
would certainly be difficult 
to sell in a country that 
shies away from free-market 
orthodoxies. 

However, the message 
from the OECD is clear. Fail- 
ure to restructure what has 
become an ossified labour 
market could put Belgium at 
a serious competitive disad- 
vantage in relation to other 
EU member states. 
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LEGAL REFORM * by Neil Buckley in Brussels 


A system still 
in the dock 


Reforms have not 
cleared the name 
of the country's 
discredited legal 
establishment 

A year has passed since a 
crowd of 300,000, dressed in 
white and carrying white 
banners and balloons to 
symbolise purity, marched 
through Brussels demanding 

sweeping legal reforms. But 
the hunger for reform has 
not been satisfied. 

A poll by Le Sair, the fran- 
cophone daily, on the anni- 
versary of the uncovering of 
the Dutroux affair - the pae- 
dophile murder scandal 
which prompted the White 
March - found that 50 par 
cent oC Belgians thought the 
government had “not taken 
notice” of its citizens’ out- 
rage. Some 89 per cent 
believed reforms were insuf- 
ficient or “virtually non-exis- 
tent". 

Just as worryingiy, a par- 
liamentary investigation 
into the Dutrooz case 


suggested the marchers' con- 
cerns were amply justified. 

“The malfunctioning of 
the Belgian legal system 
today poses salons problems 
that put at grave risk the 
state of law," the inquiry 
concluded. 

The government insists 
that it has taken steps. In 
direct response to the 
Dutroux affair, a similar 
paedophile scandal this 
spring, a centre for missing 
children has been set up and 
extensive chang es made to 
the way such cases are han- 
dled. 

Victims will be allowed to 
see investigators' dossiers on 
their cases - a central 
demand of the parents of the 
girls Involved in the Dutroux 
affair - to check progress 
and suggest lines of inquiry. 

Some 22 other legal bids 
are before parliament, while 
Jean-Luc Dehaene. prime 
minister, last month tabled a 
plan for the biggest shake-up 
in Belgian policing for a cen- 
tury. 

But citizens and opposi- 
tion politicians rnntinnp to 


criticise the reforms as inad- 
equate. 

The paedophile cases and 
continuing investigation of 
the so-called Brabant Kill- 
ings - the murder of 28 
people by armed gangs in 
the 1980s — have exposed two 
main failings in the legal 


■ First is the so-called 
"guerre des polices" - the 
rivalry, even hostility, 
between Belgium’s three 
police forces. These are the 
l&QOO-strong gendarmerie, or 
genera] police force; the 
2,000-strong judicial police, 
attached to Belgium’s 28 
public prosecutors and 
responsible for criminal 
investigations; and the com- 
munal police, or 18,000- 
strong law-and-order forces 
controlled by the country's 
589 districts or communes. 

Both the Dutroux and Bra- 
bant truurig B inquiries rec- 
ommended amalgamating 
the police into a single, 
national force. Both said fail- 
ures of co-operation and 

ifimmn nlratim between thp 

gendarmerie and judicial 



A year has passed since the “white march" demanding sweeping legal reforms but the hunger for reform has stilt not been satisfied 
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police had hindered the 
search for the culprits. In 
the Dutroux case, the com- 
mission found that the gen- 
darmerie, which has its own 
investigating units, had 
deliberately passed mislead- 
ing information to th* judi- 
cial police, in the hope of 
grabbing the glory of solving 
the crime for itself. 

But, under pressure from 
local politicians who insist 
the communes have a his- 
toric right to control polic- 
ing, Mr Dehaene has stopped 
short of implementing the 
recommendations for a sin- 
gle force. Instead, the plan 
he presented was to amal- 
gamate the gendarmerie and 


judicial police, leaving the 
communal police Intact 
Steps would be taken to 
ensure the natiwai pnri local 
forces co-operate with each 
other, the plan says. 

“For the govern- 
ment ... an integrated police 
force means above all collab- 
oration, whatever the struc- 
ture that happens to be cho- 
sen,” it states. 

Legal reform supporters 
welcome the move towards a 
national force but warn that 
the maintenance of separate 

flnrnmnnal forces could still 

lead to breakdowns. 

The second priority area 
for reform is the courts’ sys- 
tem. In the Rpiginn system. 


similar to the French Napo- 
leonic model, the 26 judicial 
districts, or arrondissements, 
are involved not just in try- 
ing cases but actually inves- 
tigating crime, in conjunc- 
tion with the police. 

Problems here are both 
flnanrfai and political. Years 
of underfunding has left the 
judicial system lacking man - 
power and information tech- 
nology, resulting in a huge 
backlog of cases. Some 60 
per cent of legal complaints 
investigated by the Brussels 
courts, for example, never 
come to trial - many 
because of lack of resources. 

At the same time, the fact 
that judges are recom- 


mended for their positions 
by local administrations has 
led to many being rather 
closer to politicians than 
they should be. 

Moves have been taken to 
end political appointments 
by creating an independent 
body of judges, selected 
according to objective crite- 
ria - including demanding 
entrance examinations - and 
overseen by a legal watch- 
dog. the Supreme Justice 
Council. 

On the funding issue, the 
government maintains that 
the justice system is the pub- 
lic service to have enjoyed 
consistently above-inflation 
spending increases through- 


out Belgium’s austerity pro- 
gramme of recent years. 

The 1998 budget awarded 
it an extra BFr3_2bn - an 8 
per cent increase - while 
BFr2bn of an increase 
awarded to the public works 
ministry will go dd new legal 
buildings. 

Opposition parties, how- 
ever. suggest the judicial 
system needs at least an 
extra BFrlsbn a year to 
function effectively. But, in 
a Belgium committed to the 
fiscal constraints of mone- 
tary union and already 
boasting among the highest 
taxes in the EU, that kind of 
money is not likely to be 
available any time soon. 
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Desperate search 
for partners 











Increasing calls 
for creation of 
fewer, bigger 
banks arebeing 
made 



Are Belgium’s biggest banks 
about to start a multi-billion 
dollar merger rush? The 
stock market certainly 
thinks so. 

Shares in the leading 
banks have been some of the 
best performers on the Brus- 
sels Bourse this year, out- 
stripping even the Bel-20 
index of leading shares. 
Shares in Banque Bruxelles 
Lambert, Belgium’s tbird- 
biggest, are up over 35 per 
coat on the start of the year, 
having been up almost 50 
per cent in summer; Krediet- 
bank, the second-biggest, is 
up over 40 per cent, having 
been up almost 60 per cent 
in July. 

Investors, politicians, and 
many bankers themselves 
believe Belgium most create 
fewer, bigger banks if the 
country's financial sector is 
to compete in the world of 
the single European cur- 
rency. 

In fact, the merger specu- 
lation, though more fervent 
In recent months, dates back 
several years, and the rush 
to find partners has already 
started. 

Credit Communal de Bel- 
gique. the munieipally- 
owned bank, last year allied 
with CMdlt Local de France, 
the French bank specialising 
in public sector finance, to 
create a new force, Dexia. 
The bank, with a twin man- 
agement structure and 
jointly quoted on the Paris 
and Brussels bourses, aims 
to expand into public sector 
finance in eastern and 
southern Europe, and financ- 
ing big infrastructure pro- 
jects, 

Bacob Bonk. Belgium's 
seventh largest earlier this 
year acquired control of 
Paribas Banque Belgium, the 
eighth-biggest, in an agreed 
deal. 

That leaves five of the 
“seven sisters” - Belgium's 
biggest seven banks - still 
potentially in search of suit- 
ors. 

The question is whether 
they will link to form a 
Grande Banque Beige, as 
many in the government 
would like, or end up marry- 


ing foreign partners. 

Long-running favourite to 
become the grande banque - 
a merger of G6n6rale de 
Banque, Belgium’s biggest, 
with BBL - now looks 
unlikely. Talks have taken 
place, but the sticking point 
is the 20 per cent stake held 
in BBL by ING, the Dutch 
bank - a legacy of ING’s 
unsuccessful takeover bid 
for BBL in 1992. 

ING refuses to see this 
stake diluted in any G&i&r- 
ale-BBL tie-up. 

Viscount Etienne Davig- 
non, chairman of Societe 
Gta6rale de Belgique (SGB), 
main shareholder in Gener- 
ate de Banque. insists the 
Idea of a rival foreign bank 
holding 20 per cent of a 
merged Belgian group is 
unacceptable. 

“For the moment it's 
blocked," he says. “Progress 
would require a new element 
to appear from other quar- 
ters," he adds - in other 
words, ING to drop its insis- 
tence on keeping 20 per cent. 

Belgian financial circles 
are increasingly convinced 
that another scenario faces 
BBL; a second takeover 
attempt by ING. The Dutch 
bank refuses to confirm or 
deny its Interest, but does 
say Belgium Is one of the 
countries It would like to 
expand into. 

The main obstacle is 
Boron Albert Frtre, the 
secretive Belgian financier 
who fended off ING's last 
attempt to acquire BBL. He 
still directly or indirectly 
controls a quarter of BBL's 
shares, while a Joint control 
agreement with another 
shareholder. Dexia, takes his 

block effectively to 37 per 
cent. 

But many analysts believe 
that Dexia will sell its stake 

if it finds another expansion 
opportunity in Europe. 

“As for as the market is 
concerned, the Dexia stake is 
for sale," said one. A further 
8 per cent of BBL, owned by 
Switzerland's Winterthur, is 
also rumoured to be avail- 
able. 

And even Baron Frtre, 
increasingly interested in his 
audio-visual empire, which 
Includes CLT of Luxem- 
bourg, might selL 
"ING will get BBL if it 
is prepared to pay enough,” 
speculates one senior Bel- 
gian director. “Albert Frtre 
will sell if be can 


extract the right price.” 

Several other mergers are 
being talked of. One Is 
between Kredietbank and 
Cera Bank, a mutually- 
owned institution linked to 
Belgium's biggest formers’ 
co-operative. 

If that goes ahead, ana- 
lysts speculate the merged 
Kredietbank-Cera might 
then link with Rabobank of 
the Netherlands, to form a 
Belgo-Dutch group with a 
joint management structure 
- similar to the successful 
model of Fortis, the financial 
group formed from Bel- 
gium’s AG and the Dutch 
AMEV/VSB group in 1993. 

Fortis is also in the mar- 
ket spotlight. Its chairman 
Maurice Lippens fuelled the 
banking merger mania in 
September when he 
suggested ASLX-CGER, the 
formerly state-owned 
savings bank of which Fortis 
owns 50.2 per cent, could be 
the future partner for Gener- 
ate de Banque. 

G6n6rale directors do not 
rule out such a possibility, 
but want to await the out- 
come of the latest round of 
CGER’s privatisation, in 
which the Belgian govern- 
ment is selling half its 
remaining stake. 

But Fortis test month for- 
mally denied the latest 
rumour to hit the market - 
that it was itself angling to 
acquire SGB’s stake in G&n- 
6raie. which would make 
Fortis the biggest share- 
holder. 

Some analysts still suggest 1 
G4ne rale’s place in the SGB 
stable could be in doubt 
long-term. France's Compag- 
nie de Suez, which owns 83 
per cent of SGB, earlier this 
year merg pd with Lyonnaise 
des Eaux, the French utility 
group. 

Both companies suggested 

their future focus would be 
on utilities and public ser- 
vices, and many observers 
believe Suez-Lyonnaise is 
more Interested in Tracts bd, 
the Belgian utilities group 
also controlled by SGB, than 
in SGB’s financial activities. 

The coming months could 
see Belgium take Its own 
part in the wave of mergers 
currently sweeping Europe. 
The shape of Belgian bank- 
ing could change signifi- 
cantly - even if the govern- 
ment does not get the 
Grande Banque Beige it was 
hoping for. 
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M THE REGIONAL QUESTION: Flanders and Wallonia are attempting to redefine their roles, explains Neil Buckley 


Seeking 

autonomy 

within 


Vision for 
development of 
Flanders Is as the 
“logistics centre 
of Europe” 

Luc Van den Brande's office 
overlooks Brussels’ Place des 

Martyrs, a memorial to those 
who died in the 1830 revolu- 
tion which created Belgium. 
But many Belgians on both 
sides of the country’s cul- 
tural and linguistic divide 
Tear the policies of the Flem- 
ish minister-president could 
undermine their state. 

As be looks across the 
square to its central statue, 
marked with the single word 
"Patna" - the fatherland - 
Mr Van den Brande insists 
he is too often misquoted 
and misunderstood. He has 
□o intention of dismantling 
Belgium. 

"My target is not a consti- 
tutionally independent Flan- 
ders. That is very dear." he 
says. “My target is an auton- 
omous Flanders, as much as 
possible, within the King- 
dom of Belgium.** 

He also says his 
ideas about the creation 
of a “Greater Flanders” 
have been exaggerated. He 
does not want to see 
some kind of Flemish empire 
taking in the southern 
part of the Netherlands, 
parts of Germany, northern 
France, and even southern 
England. But he does believe 
that as the European Union 
is developed and strength- 
ened, neighbouring regions 
which currently lie across 
different national bound- 
aries, will inevitably develop 
closer ties, and form “com- 
mon economic interest 
zones". 

Ever since he first came 
to prominence in Belgian 
politics in the early 1980s, 
Mr Van den Brande has seen 
himself as fi ghting not just 
for greater Flemish auton- 
omy, but as part of a broader 
process of regionalisation 
across Europe. 

He first provoked head- 
lines, at least in the Franco- 
phone press, suggesting that 
he was trying to undermine 
the Belgian state, in 1981. 
when he proposed ending 
the then national policy 
towards “vital economic 
branches" such as the coal 


and steel industries, and 
introducing a regional 
approach. 

From 1388 to 1992 he was 
federal labour minister, 
before finding what seems 
his natural home as minis- 
ter-president of Flanders 
after the move to a federal 
constitution in 1993. 

Like most European politi- 
cians, he cites job creation 
as his main priority. His pol- 
icies for doing so are largely 
uncontroversial: nurturing 
private enterprise - S3 per 
cent of the Flemish economy 
is accounted for by small 
and medium-sized busi- 
nesses; attracting invest- 
ment by providing good 
infrastructure and well- 
trained workers; and trying 
to develop high-technology 
industries through higher 
research and development 
spending, and partnerships 
between industry and aca- 
demia. 

He also sees a very specific 
role for Flanders in the 
European economy. 

“I always say we are a 
small area, but well-located. 
We have a good place on the 
map he says. “We want to 
be a leading region in distri- 
bution and logistics.” 

The vision of Flanders 
as a kind of logistics centre 
for Europe is compelling. It 
is at the centre of one of the 
continent's most densely- 
populated areas, has three 
Important ports - Zee- 
brugge. Antwerp and Ghent 
- within 120km of each 
other, and good road and rail 
links with neighbouring 
countries. 

Bat such policies are not. 
in themselves, enough to 
guarantee Flanders' eco- 
nomic future. And that is 
why Mr Van den Brande 
wants more autonomy. 

For one thing, although he 
says the federal govern- 
ment's efforts to reduce 
employers’ social contribu- 
tions and increase competi- 
tiveness are substantial and 
admirable, they are “clearly 
not enough". 

Mr Van den Brande is 
already trying to reach an 
agreement with unions and 
employers in the region that 
would enable more substan- 
tial cuts in labour costs than 
those at federal level. But he 
would like to be able to go 
further. 



Luc Van den Brande's: “my target is an autonomous Flanders, as 
much as possfefe, wtthin the Kingdom of Belgium” 


His demands for the next 
round of talks on constitu- 
tional reform, likely to start 
in 1999, are taking clear 
shape. Some demands, for 
more competence in 
research and development 
policy, and in the field of 
export promotions, are rela- 
tively uncontentious. 

More controversially, he 
wants better representation 
in local bodies for the Flem- 
ish minority in Brussels - 
something which coaid 
bring him into conflict with 
his francophone counter- 
parts. 

Most sensitive of all, 
he wants more power over 
the region's own spending 
and taxation, and part of the 
federal social security sys- 
tem to be devolved to 
regional leveL 

The latter demand, in par- 
ticular, has been criticised 
by Walloons who accuse him 
of trying to avoid more pros- 
perous Flanders - a net con- 
tributor to the social secu- 
rity system - subsidising the 
more welfare-dependent Wal- 
lonia. 

Mr Van den Brande again 
insists he has been partially 
misunderstood. 

“I am not in favour of a 
total split in the security 
system.” he says. “I am con- 
vinced that in the future 
there are reasons to have 
common [federal] pensions 
and unemployment benefit 
systems. 

“But I am in favour of giv- 
ing responsibility for health- 
care and family allowances 
to the regions," he adds. 

He draws a distinction 
between “labour-related" 


Big plans 
for small 
enterprises 


branches of social security - 
pensions and payments to 
the jobless - and branches 
not directly link ed to labour 
costs, such as healthcare and 
family policy. 

If Belgium's other regions 
do not want similar powers. 
Mr Van den Brande argues 
that there should be nothing 
to stop different regions 
being given different degrees 
of autonomy - just as the 
UK, he adds, is offering dif- 
ferent levels of self-determi- 
nation to Scotland and 
Wales. 

“We already have in Bel- 
gium a std generis system," 
he says. “There is no coun- 
try in the world with the 
same system of regions and 
communities. " 

He insists that an 
“asymmetric” distribution of 
powers between the regions, 
according to what each 
demands, could actually 
strengthen the Belgian state. 

“If we want to preserve 
the reality of the Kingdom of 
Belgium, the only way is to 
build it bottom-up, and not 
in the centralist, unitarist 
way of the 19th century." 


Wallonia is 
striving to 
preserve its rich 
business 
inheritance 

Robert Coilignon has an 
explanation for what he says 
is the misconception that 
Wallonia’s landscape is lit- 
tered with declining, public- 
ly-owned industries. He calls 
it the Yannick Noah syn- 
drome 

“When Noah was winning 
at the Roland Garros sta- 
dium. he was French," says 
the Walloon minister-presi- 
dent “When be lost he was 
from Cameroon. It’s the 
game for us- When compa- 
nies are doing well, they're 
Belgian. When they fail, 
they’re Walloon." 

Bat If Mr Colllgnon 
wanted to persuade the 
outside world that - as he 
insists - his Walloon govern- 
ment is not interventionist 
by nature, his latest contro- 
versial industrial foray will 
not have helped his case. 

The Walloon leader 
announced last month that 
the region was baying from 
Fiance’s Giat for a symbolic 
BFrl the 92 per emit it did 
not own of FN Herstal. a 
loss -making arms manufac- 
turer. The move will prevent 
a takeover by Colt of the US. 
and save 900 of FN’s 1,400 
jobs. But it will also cost the 
region BFr2£hn ($697m) in a 
capital injection. 

Mr Coilignon says the 
acquisition is a “carrying 
operation" to allow FN to be 
made ready for sale as a 
going concern. The region 
will look for a managing 
partner. 

FN Is one of more 
than 500 enterprises linked 
directly or indirectly to the 
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region through its invest- 
ment bodies. The regional 
portfolio is worth 
BFrSObn. 

But the Walloon leader 
insists this is not entirely by 
choice. The region inherited 
much of Its portfolio when 
Belgium became a federal 
state; picking up industrial 
stakes bought by successive 
governments. 

Mr Coilignon says: “1 
repeat endlessly that we 
don’t have an industrial 
vocation. Historical circum- 
stances have left us opera- 
tors of many businesses. 

“If my predecessors had 
not taken these decisions, I 
flunk the industrial fabric of 
Wallonia would have been at ' 
risk of disappearing. It was a 
survival operation that had 
to be carried out because 
other groups were disinvest- 
ing." 

He cites Sod£t£ Generate 
de Belgique, which largely 
financed the rise of Walloon 
industry last century and is 
still Belgium's biggest hold- 
ing company, as having 
“simply abandoned" Wal- 
lonia. He adds that many 
publicly-owned Walloon 
businesses are run by 
managers recruited from the 
private-sector - just as if 
they were private 

By his own admission, the 
man responsible for 
Wallonia’s economy is not a 
natural industrial manager. 
The former lawyer came to 
international attention as 
chairman of the parliamen- 
tary inquiry into one of 
Belgium’s unhappiest inci- 
dents: the riot at the 1965 
European Cup final at Brus- 
sels’ Heysel stadium, which 
left 38 dead. 

That role provided a bruis- 
ing lesson in the horse- 
trading of Belgian politics. 
Mr Collignon’s well- 
researched and highly criti- 
cal report was brushed aside 
by the government largely 
to save the job of the interior 
minister responsible for the 
police force. 

Now the one-time provin- 
cial mayor is back in a for- 
mer town hall building - 
refitted and restored to 
become the regional govern- 
ment seat at Namur, 
south-west of Brussels. 

Although he avoids mak- 
ing comparisons himspif the 
economic programme 



Robert CoBgnon: When companies are doing they’re Belgian. 
When they tea, they’re Wafloon” 


announced last week by Mr 
Coilignon bears strong simi- 
larities to that of neighbour- 
ing Flanders. 

Wallonia. he says, must 
“rediscover the spirit of 
entrepreneur ialism” that 
made it a 19th century 
industrial power. 

“Our wish is to create a 
fabric of small and medium 
enterprises making high- 
technology products," he 
says. 

Red tape is to be cut and 
access for entrepreneurs to 
financing and to scientific 
research in the region’s uni- 
versities is to be improved. 
Another priority is to per- 
suade private sector finan- 
cial institutions to invest 
more in the region. 

“We are a region that is 
not poor, that has significant 
levels of savings," says Mr 
Co iligno n. “But It doesn’t 
convert those savings into 
risk capital.” 

Attracting foreign inves- 
tors is also Important, the 
Walloon leader says, but 
here the region confronts the 
limit of Its' competencies. It 
cannot, for example, make 
unilateral tax cuts, or cut 
social costs. 

In direct contrast to his 
Flemish counterpart. Luc 
Van den Brande. however, 
Mr Coilignon is not demand- 
ing more powers in such 
areas. 

“We are very conscious 
that, if we went beyond 
the system we have, if 
we tried to increase 
our competencies — as our 
Flemish compatriots regu- 
larly demand - we risk see- 
ing the dismantling of Bel- 


gium.” h® says. 

He similarly rejects any 
regional split In »ta* s.«*ia! 
security system. 

"Social security is one of 
the foundations i.«f the unity 
of the state. As suon as you 
split off. for .'vampfo. health 
insurance, you get into ques- 
tions about splitting pen- 
sions. unemployment bene- 
fits. family allowaiues. That 
situation risks becuruin.q 
damaging.” 

While there are some 
limited area s w here the 
Walloon leader would like 
more powers, he warns that 
going further risks opening n 
“Pandora’s box". 

Such comments might 
seem disingenuous. When 
Flemish activists seized on 
last year's paedophile scan- 
dal - which took place in 
Wallonia - as further reason 
to distance Flanders from its 
southern neigh hour and fas- 
ter li nks with the Nether- 
lands. Mr Coilignon 
suggested Wallonia might 
look southwards to France. 
Most Walloons, he noted, 
lived closer to Paris than 
most French. 

Colleagues suggest, how- 
ever. that this was merely a 
warning shot. For now. Mr 
Coilignon srns he will do 
“everything in his power In 
keep Belgium together”. 

"I subscribe totally to fed- 
eral loyalty.” he says. “I try 
to respect the constitution 
and the special rights cre- 
ated by the federal system. 
Not respecting them could 
lead to a breakdown that 
would be as damaging to our 
Flemish compatriots as to 
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A ride into the past: tourists sit on a barouche in the Barg, 
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less frequently visited cities, great majority of Bruges’ 
has plans to build a “mega- buildings are from the 19th 
museum” in a bid to attract century, 
more tourists. The plan is The news is unlikely to 
not without controversy. Its 


In a country often 
reputed to be 
dull, the 
attractions are 
many and varied 

One of the most frequently 
repeated cliches about Bel- 
gium is that it is a country 
to drive through en route to 
more attractive places, 
rather than one in which to 
spend time. 

But for such a small coun- 
try. Belgium is home to a 
surprising number of cul- 
tural as' well as natural trea- 
sures. The north boasts 
medieval Flemish cities such 
as Ghent, Bruges and Ant- 
werp, as well as the moving 
battlefields of the First 
World -War and the well 
catered for North Sea coast 

In the south, the unspoilt 
forests of the Ardennes 
attract thousands of outdoor 
enthusiasts every year. They 
come to exploit the region's 
hiking, canoeing and cycling 
opportunities, not to men- 
tion its renowned gastron- 
omy. 

The capital Brussels, also 
has its attractions including 
the splendid medieval Grand 
Place, some of the best res- 
taurants in Europe, and the 
rather less enchanting but 
nevertheless interesting 
European Union institutions 
which make Brussels the 
capital of Europe as well as 
Belgium. 


Bruges 

In addition, successful pro- 
motion campaigns for Bel- 
gian beer and food, backed 
by the opening of Belgiaa- 
style restaurants in other 
European capitals, has made 
Belgium a more chic destina- 
tion than it once was. 

However, the country is 
not top of the list of most 
European travellers' desired 


destinations. Nor is tourism 
a particularly important 
component of the economy. 
Jobs in the the industry - 
hotels and restaurants - 
account for only 3 per cent 
of employment in all eco- 
nomic activities. As a per- 
centage of GDP, the tourist 
industry has risen from 3 per 
cent in 1980, to 4 per cent in 
1994. 

The popular coastal 
resorts of the North Sea - 
which account for 60 per 
cent of total hotel nights - 
cater mainly for Belgian 
tourists loyal, or perhaps 
just more aware, of their 
country's attractions. Over- 
all, Belgians accounted for 
more than half of the 26.4m 
overnight stays spent in Bel- 
gium last year by EU visi- 
tors, according to figures 
from the National Statistics 
Office. 

Recent government figures 
suggest that the number of 
foreign visitors to the coun- 
try is increasing as cheaper 


air feres and the Eurostar 
train link to the UK have 
combined with the attrac- 
tions of Belgium's medieval 
cities to attract short stay 
visitors in particular. 

In 1994, the total number 
of nights spent in Belgium 
by overseas visitors was just 
over 13m. Last year it bad 
risen to 14.3m. 

However. figures from the 
European Commission sug- 
gest Belgium's tourist 
authorities could do more to 
promote their country’s 
attractions further afield. 

Overseas visitors to the 
country come overwhelm- 
ingly from Belgium’s Imme- 
diate neighbours. Visitors 
from the Netherlands, Ger- 
many, the UK and. France 
accounted for 77 per cent of 
total overseas visitors in 
1994, according to the Com- 
mission. 

Of these, the Dutch 
accounted for 34 per cent, 
Germany for 21 per cent, and 
the UK and France for 11 per 
cent each. By contrast, the 
Netherlands can boast the 
US as one of the top four 
countries generating most 
tourism every year. 

Some critics say in-fight- 
ing between Belgium’s two 
mam regions — Flanders and 
Wallonia - has affected the 
ability of the country to pro- 
mote itself effectively^ over- 
seas. The regional and lin- 
guistic divide in Belgium is 
lost on most foreigners, but 
at a national level tourist 
promotion is left up to 
regional organisations. 

Last year Flanders - the 


Walloma - the country's 
francophone South - clashed 
over whether it should be 
allowed to promote its 
attractions as “Flemish" 
rather than “Belgian”. 

Eventually Flanders 
served notice that it wanted 
to go it alone. “Adieu la pro- 
motion touristique de la Bel- 
gique" complained Le Soir, 
the francophone daily, 
before alleging a plot by the 
Flemish to take over the pro- 
motion of bilingual Brussels 
as welL 

But overseas bureaux - 
which house the Flemish 
and Wallonian tourist 
boards - continue to pro- 
mote the two halves as Bel- 
gium rather than confusing 
would-be visitors with 
details of internal feuding. 

Ever conscious of the need 
to attract mare visitors, the 
various tourist authorities 
have set up a series of 
attractions straddling the 
country, for next year. 1998 
has been designated Rene 
Magritte year, in honour of 
Belgium’s celebrated surreal- 
ist artist. Throughout the 
year there will be exhibi- 
tions in WaQonia and Brus- 
sels of Magritte’s work, 
along with that of other sur- 
realist artists such as Paul 
Delvaux. 

On the Dutch side, Flan- 
ders is organising a 
Brueghel exhibition in Ant- 
werp in the spring, following 
the huge success of a Hans 
Memling exhibition in 
Bruges three years ago. 

Li§ge, one of Belgium's 


construction would require 
the demolition of certain his- 
toric buildings and preserva- 
tion societies have vowed to 
fight. 

In Bruges - possibly Bel- 
gium’s most popular tourist 
attraction - controversy of 
another kind is dogging the 
city authorities. A new his- 
tory of the city, sanctioned 
by its mayor, says Bruges - 
known as one of the most 
miraculously preserved jew- 
els of medieval Europe - is 
largely a fake. According to 
the book's author, Belgian 
historian Roe! Jacobs, the 


deter visitors. Even If it is 
not as authentically medi- 
eval as once believed, Bruges 
remains an exceptionally 


beautiful city. Given the 
right promotion overseas, it 
and B e lg i u m 's other charms 
should yet lure travellers 
who might otherwise have 
sped through the country 
with never a backward 
glance. 


Essential Hotels In Belgium 


swinold^ 

Brussels 

+ 257 luxurious guest zooms, including 19 suites 
+ Swiss Executive Floor with upgraded amenities 
+ 9 meeting and banquet rooms fori 0-360 people 
+ Svrtssdffice Business Center 
+ Brand new Spa and Health center Iree tor our guests 
+ 2 restaurants and piano bar 
+ Easy access to major motorways, 13 km from airport 
+ Underground parking 

Rue du Pamasse 19, B-1050 Brussels 
Tel: 32.2.505^9.29 Fax: 32^505.25.55 
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Forthcoming FT Surveys on 

Belgium & 
Luxembourg 

in 1998 


March 25 - Brussels 
June 2 -Luxembourg 
November 3 - Belgium 
For more information, please contact: 

Unde Lagae In Brussels 
Tel: 32 2 548 95 52 Fax: 32 2 511 04 72 
or Kate Ztetareki in London 
Tel: +44 171 873 4263 Fax: +44 171 873 3428 

or your usual Financial Times representative 
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An alliance with 
Microsoft has 
confirmed a 
position at the 
cutting edge 

Lernout & Haasple Speech 
Prodncts was already 
attracting OS and European 
investors’ attention as (me 
of Belgium's fastest 
growing companies. AT&T 
bad a 4 per cent stake. Bat, 
it was Microsoft's purchase 
in September of an 8 per 
cent interest and an 
agreement to share 
technologies which 
confirmed Lernout & 
Hauspie’s position at the . 


dual headquarters in leper, 
Belgium, and Burlington, 
Massachusetts, and is the 
creation of two Belgian 
entrepreneurs, Jo Lernout 
and Pod Hanspfe. 

Lernout. a former 
executive of Wang 
Laboratories had an Idea 
fbr a voice-mail that would 
listen to voice commands 
rather than touch-tone pad 
instructions. Be took It to 
Hanspte, a former 
accountant who designed 
tax-planning software and 
together they founded L&H 
with $400,000 in equity and 
a 9300,000 bank loan. 

L&H is now quoted on 
the Nasdaq stock market in 


The shake-out continues 


cutting edge of an industry, the US and Easdaq, its 
speech processing, which is equivalent in Europe and 
forecast to enjoy triple employs 750 people. A 
digit growth annually to share price of $50 pats the 
the end of the century and value of the company at 
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The region 
regarded as 
Europe’s steel 
powerhouse is 
regrouping 

When the blast furnaces 
towering over the river Sen- 
nette near Clabecq fell silent 
last December, few believed 
they would ever restart. The 
bankruptcy of 200-year-old 
Forges de Clabecq seemed an 
omen for the once-mighty 
Walloon steel industry, and 
the thousands of jobs it still 
supports. 

Next month, the furnaces 
of Clabecq are due to fire up 
again. But the restart is sym- 
bolic: Clabecq is now under 
foreign control, with less 
than half its workforce of a 
year ago. 

Wallonia's steel Industry 
dates back to the French 
occupation of 1794-1814, 
when the demands of the 
Napoleonic war economy put 
Belgium on track to become 
the second industrialised 
country after Britain. 

The enterprise of several 
Walloon families, financing 
from the Socitt* Gendrale de 
Banque (now Societe Gener- 
ate de Belgique) and the 
steam engines of English- 
man William Cockerill 
turned the valley of the 
Meuse and Sambre rivers - 
linking Lidge. Charleroi and 
Mods - into Europe’s steel 
powerhouse. 

But competition from 
emerging lower-cost produc- 


ers in eastern Europe and 
Asia has hit Walloon's 
remaining manufacturers 
hard. Cockerill Sambre. 
western Europe's last big 
publicly-owned steelmaker 
which swallowed up many 
of the region's smaller 
groups, made a BFrSbn loss 
last year after restructuring 
costs. 

A year-long shake-out 
involving the loss of more 
than 2000 jobs, and a series 
of link-nps with partners, 
has left the future of several 
producers looking more cer- 
tain. But it is a future not as 
Independent Walloon groups, 
but as slimmed -down compo- 
nents of broader pan-Euro- 
pean alliances 

The pattern was set last 
December, when attempts to 
create a Walloon super- 
group failed. Usines Gustave 
Bofil, the loss-making family- 
controlled steelmaker, and 
Cockerill Sambre broke off 
alliance talks 

"There was simply no 
industrial complementarity," 
says one Belgian steel ana- 
lyst. 

In fact, Cockerill was 
interested in one of UGB's 
two arms, the profitable 
Fabrique de Fer de Maub- 
erge. Just over the border in 
France. 

Bat it was not interested 
in UGB’s other aim at La 
Louvifere, near Charleroi, a 
loss-making integrated steel- 
maker producing l.5m 
tonnes a year. 

But within days DGB had 
another partner - Hoogov- 


ens of the Netherlands. 
While La Louvfere's blast 
furnaces were antiquated, its 
rolling mills were modern 
but under-utilised. Hoogov- 
ens, with a surplus of semi- 
finished products, saw the 
opport un ity to use the mills. 

The result was the cre- 
ation in February of HB 
Holding, a 50-50 joint ven- 
ture between Hoogovens and 
UGB, with a RFr 4,2fihn cash 
injection from the Dutch 
group. BFrLSbn from UGB's 
shareholders, and BFrsOOm 
from the Walloon region's 
steel investment arm. 

The cost, however, was the 
loss of L200 jobs as La Lou- 
vi (ire’s blast furnaces closed. 

By summer, it was Forges 
de Clabecq’s turn. The loss- 
making and debt-laden 
plant, 30km south of Brus- 
sels, closed in December 
after the European Commis- 
sion refused the Walloon 
region’s request to pump 
BFrLSbn of state aid into it 

After months of refusal by 
unions, and their pugnacious 
Marxist leader Roberto D'Or- 
azio, to countenance any res- 
cue plan that would not save 
all 1,800 jobs, workers even- 
tually voted to accept a re- 
launch of the plant by 
Duferco, the Italian-Swiss 
steel trader, with little over 
800 jobs. 

Last month, Fabrique de 
Fes de Charleroi, or Fafer, 
continued the run of steel 
marriages. Fafer was profit- 
able, but small - producing 
200.000 tonnes of specialised, 
premium products last year. 


It feared a hostile takeover 
or being squeezed out of the 
market by the emerging 
European giants. 

It courted buyers, and 
found Usinor of France, 
which last month bought 
50.7 per cent of Fafer and 
announced intentions to 
acquire 100 per cent in a deal 
worth BFrlObn. AH 1,000 jobs 
win be safeguarded. 

The final marriage candi- 
date is Cockerill Sambre 
itself. The group returned to 
profit in the first half of 1997, 
and is implementing a 
restructuring plan nimwi at 
knocking BFrlObn off annual 
costs - partly through cut- 
ting 2,000 of its 10,000 jobs. 

Its east German subsid- 
iary, Ekostahl, acquired in 
1995, is also expected to 
make its first profit next 
year. The German group 
gives Cockerill both a lower- 
cost production capacity, 
and a gateway into the east- 
ern European market. 

But analysts suggest that, 
having dropped to seventh- 
laigest producer in Europe 
after the link-ups of Ger- 
many’s Thyssen and Krupp. 
Luxembourg’s Arbed and 
Spain’s CSI, and Hoogovens 
and Boel, Cockerill must 
nrnVn a further alliance if it 
wants to retain its clout 

Jean Gandois, Cockerill 's 
chairman, has made his 
views clear. 

“I will retire in 1999, and I 
win feel happier if I don't 
leave Cockerill Sambre all 
alone." be says. 

An internal working group 


will complete a year-long 
study into Cockerill '6 fixture 
next lrwmt.h, and recommend 
whether it should seek a 
partner. 

Who might be candidates? 
Hoogovens and British Steel 
say they are not interested. 
But Francis Mer, chairman 
of Usinor, has made over- 
tures. 

"If Cockerill Sambre 
decides to look for a partner. 
1 do not see why we should 
not be that partner,” he 
says. Analysts name Riva of 
Italy as another potential 
suitor. 

CockeriU's problem, how- 
ever, could be the 78-7 per 
cent stake held by WaHonla. 
Investors or alliance part- 
ners might not accept any 
deal which left Cockerill 
publicly-controlled. But Wal- 
lonia will almost certainly 
seek guarantees on job pres- 
ervation which could tie 
CockeriU's hands in negotia- 
tions. 

What could be difficult 
alliance talks are likely to 
begin early next year. Their 
outcome wiU be crucial to 
determining in what kind of 
shape the Walloon steel 
industry enters its third cen- 
tury. 


beyond. 

. The affiance is aimed at 
accelerating development 
of the human voice as an 
interface in a broad range 
of applications from 
personal computer software 
to Internet browsing. It has 
had a profound effect on 
Lernont’s shares which 
began trading at $12 when 
fbe company floated two 
years ago, moved into the 
$20s this year and, after the 
Microsoft alliance, wart 
beyond $50. 

The increase is justified, 
say Lent out’s supporters, 
by a company that 
constantly outperforms 
expectations and has an 
exponential growth record. 

Lernoafs latest results, 
for the third quarter to 
September 30 showed, a 285 
per cent increase hi 
revennesto $27 3m. 
Although a spate of 
acquisitions accounts fbr 
some of the increase 
income per share rose to 
$0-26 per share from $.010 
per share for the third 
quarter of 1996. 

Analysts expect It to ■ 
make revenues of about 
$95m to $98m this year. 

Lernout & Hauspie has 


about $Ibn. 

Other Flanders 
companies are benefiting 
from its success. About a 
dozen companies around 
leper specialise in speech 
linguistics »n«i are 
developing technologies 
under licence from Lernout. 

Market analysts believe 
the world speech 
processing industry is set 
for heady growth because 
of its potential application 
to a wide variety of 
industries. One estimate 
forecasts a growth in the 
market from $660m in 1996 
to$7bn tn 2000. 

Mr Gaston Bsstiaens, a 
former executive at Philips 
and Apple computer who is 
now L&EFs chief executive, 
says he expects the 
technology to show up in 
everything from video 
recorders to cappuccino 
makers. The market is 
taking off because of the 
availability of high 
performance, low cost 
digital single processors 
which facilitate speech 
recognition, be says. 

As an example L&H 
technology wifi next year 
be used In a car navigation 
systems winch 


drivers to talk to their cars. 
SaysMrBastiaens: "You 
know where you are, say 
Berkeley Square, but you 
want to get to Trafalgar 
Square. You ask the car 
and it says take tbe next 
right. But there’s a road 
block there so the car gives 
yon different instructions.” 
This is achieved by 
embedded technology In the 
car which communicates 
with a satellite. 

In another application - 
the one that interests 
Microsoft - people can talk 
to their computer. 
Instructions are given by 
voice rather than hand, 
tints doing away with the 
need for a mouse and 
keyboard. This means for 
example that in word 
processing computer 
operators are able to 
articulate instructions 
about changing type fonts 
and reordering tables, 
rather than punch them in. 

Other companies active 
in speech technology 
include IBM and Dragon 
Systems. Mr Bastiaens 
believes Lernout has a 
competitive edge because it 
offers such a wide range of 
services. These span from 
speech compression, text- 
to-speech and automatic 
speech recognition facilities 
- all in the company’s core 
division - to dictation and 
simple translation services. 

Following recent 
acquisitions, Lernout 
employs 230 translators 
and has a further 1.200 
available for contract It is 
one of the few companies in 
the field to have developed 
prodncts in as many as 20 
different languages. 

Lemoot’s management 
will have to work hard 
to ensure new employees 
are assimilated 
successfully. 

There are no signs of 
problems yet however and 
investors are concentrating 
on the positive. 

Michael Smith 
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War of spoken words 


Come to Belgium. 
Conquer Europe. 







Belgacom is 
slimming down, to 
its fighting weight 
in anticipation of 
an open market 

Preparations for market 
liberalisation at telecoms 
operator Belgacom leave no 
room for doubt. Staff have 
been told tbey must “get 
combat ready". 

John Goossens, chief exec- 
utive. says he wants staff to 
awaken to tbe fact that, 
from January l, 3998, they 
will be at war in the voice 
telephony market as well as 
other sectors already opened 
to competition. 

The effects of battle have 
already been felt in tbe com- 
pany. In the 18 months to 
December 1998, Belgacom 
has shed a quarter of its 
staff and given notice to 
those that are left that they 
must provide customers 
with a much Improved ser- 
vice. 

[ There will be farther 
change, and possibly pain, 
ahead. With tbe government 
• still finalising details of how 
lit intends to liberalise the 
voice telephony market, 

I most potential competitors 
are keeping details of their 
plans to themselves. But few 
doubt that companies like 
BT of the UK, France Tele- 
.cora and KPN of the Nether- 
Rands - either individually 
[or in partnerships - will 
[challenge Belgacom’s 
monopoly. "Everybody and 
his cousin will be here." says 
Mr Goossens. 

Tbe battle for market 
>hare is expected to start 
Jowly with most eompeti- 
ors restricting their initial 
:ballenge to the lucrative 
msiness market But Belga- 
wm will face growing com- 
petition for household 
i ccounts in Flanders from 
relenet Vlaandaren, a con- 
■orttum of cable TV opera- 
ons and US West the US 
elecoms group. 

Telenet expects to be able 
o offer its services to 60 per 
ent of Belgian homes by the 
ear 20 02. It is building its 


own broad band network 
rather than exercising Its 
right to use the incumbent 
monopoly’s system. 

In the business market, 
WorldCom, the US operator 
currently vying with GTE 
for control of fellow US 
group MCI in one of the 
world’s biggest takeover bat- 
tles. is also a challenger. 

WorldCom has formed a 
joint venture with Coditel, 
the cable TV operator owned 
by Belgian utility group 
TractebeL to construct a 
fibre-optic network in Brus- 
sels. It plans to offer cheap 
international voice and data 
transmission, mainly to 
financial groups and interna- 
tional companies, and haw 
been connecting clients 
since July - including the 
Brussels Bourse. 

EU nations agreed in the 
early 1990s to open up tele- 
communications markets to 
competition as part of the 
drive for a single market. 
Belgacom has thus had 
plenty of time to prepare. 

The government's sale of a 
49.5 per cent stake in the 
company to a consortium 
including Amerltecb of Chi- 
cago has helped Inject some 
private sector rigour into a 
company that was once a 
byword for bureaucracy and 
inefficiency. 

Mr Goossens says Ameri- 
fcech and its consortium part- 
ners, TeteDanmark and Sing- 
apore Telecom, have played 
a crucial role in Belgacom's 
development Ameritech last 
month bought a 42 per cent 
stake in Tele Danmark and 
Mr Goossens expects it will 
lift Its Belgacom stake, too, 
if the government is willing 
to sell. 

Mr Goossens, a former 
Alcatel executive, was 
appointed chief executive 
three years ago and Identi- 
fied five priorities. 

Apart from exhorting staff 
to be "combat ready", he 
wanted the. company to 
aspire to world class effi- 
ciency, to "innovate for 
growth", to become more 
professional with a better 
qualified staff and to 


improve customer service. 
He has achieved some suc- 
cess. 

Three years ago, only 3 per 
cent of the company’s 26,000 
employees had university or 
higher education degrees. 
Today, the figure is up to 15 
per cent and for the end of 
1998 the target is 25 per cent 

In spite of the staff cuts, 
the company is hiring 2,000 
new employees to improve 
information, commercial, 
financial and human 



John Goossens: aspiring to 
world class efficiency 

resource functions. 

Of the 20,000 or so employ- 
ees wbo will be left by the 
end of next year. 51200 are 
being retrained for different 
functions. 

Belgacom is moving into 
new areas, such as security - 
Belgacom Alert Services, a 
subsidiary offering alarms 
for households and busi- 
nesses will be up and run- 
ning from January l - and is 
boosting its presence over- 
seas through ventures in, for 
example. France and Russia. 

But it is in the core tele- 
coms business that the big- 
gest changes are taking 
place. 

It Is only a few years ago 
that Belgians faced waits of 
three months for installation 
of a telephone service. Now 
the wait is down to two days 
in 60 per cent of cases and, 
from next year, the company 
will offer a month’s free sub- 


scription for every day they 
faD to instal a new service 
within a specified period. 

Analysts applaud Mr Goos- 
sens’ achievements. But they 
point out that Belgacom 
came from a low efficiency 
base and believe the com- 
pany still faces difficulties 
fending off inroads into its 
market 

One attraction of Belgium 
for such competition is the 
large number of multina- 
tional companies in Brus- 
sels. 

James Downie. telecoms 
analyst at ABN Amro Hoare i 
Govett, expects interconnec- 
tion charges to Belgacom’s 
network to be relatively low 
for its rivals. "This means 
new entrants will not have 
to set up new networks. 

“Belgium will be attractive 
to outside operators because 
Belgacom still has fairly 
high prices for long distance 
and international calls.” 

BT says Belgium is “defi- 
nitely a country we are 
looking at" but stresses that 
it would not make final deci- 
sions until the government 
had decided on a regulatory 
framework. 

Analysts say it would be 
surprising if France Telecom 
stood aloof from tbe fray 
since it has already shown 
interest through involve- 
ment in Mobistar. which 
won Belgium's second 
mobile phone licence last 
year and now claims about a 

quarter of the market. 

Another challenger will be 
KPN in conjunction with 
Unisource, a consortium 
l inking it with Telia of Swe- 
den and Swiss Cam. KPN is 
already providing data com- 
munications for businesses 
in Belgium. 

Telenet, too. is offering 
business services and, so, 
starts with a big advantage 
in the household market. 
The 17 cable TV operators 
which partly own it are 
already well established 
among potential customers. 

In Flanders, 95 per cent of 
households have cable TV, 
one of the highest penetra- 
tions in the world. 
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The European Union and certainly the 
European Economic Area is the biggest 
single market in the world. Direct access 
to this wealth of opportunity is one good 
reason why so many international 
companies have already set up in Belgium. 
As host country of the European Union 
and major international trade and 
governmental organizations, it is indeed 
the ideal decision centre for Pan European 
business. 

There are other reasons, of course: 
Belgium's strategic location, its political 
stability, an outstanding transport and 
communications network, whereas its 
highly skilled and motivated workforce 
has earned Belgium a proud productivity 
record. 


If your company sets up in Belgium, your 
people will quickly discover good reasons 
of their own. Like the quality of life in 
Belgium, unrivalled standards of 
accommodation and cuisine, a rich cultural 
heritage. If you want to share in the future 
of Europe, come to Belgium. There's no 
better place to start, and as well its federal 
as regional authorities are at your service. 
Just contact the Belgian Embassy or 
Consulate, or: 

The Belgian Ministry of Economic Affairs. 
Federal Agency forForeign Investors, 

G, Lemanstr. 60, 1 040 Brussels. Belgium. 
Phone: (321(2)206 58 64, 

Fax: (32X2)5140389, 
http://ib.fgov.be 

e-mail: recobe2@>pophost.eunet.be 





FORTIS AT WORK ON A PRODUCTIVE FUTURE 


Tlie Fortis group waMi'ng each company to respond effectively to the specific needs of that market. Multi-product 

Fords is a major supplier of financial services, with over 100 companies operating independently means that in principle the number of products and services Fortis offers the market is unlimited. 


within the group. These include such familiar names in the Benelux as ASLK- 


CGER, VSB, AG 1824, Mees Pierson and AMEV. Together they employ mote 
«4>an 34,000 people and manage assets totalling over ECU 102 billion. 

Healthy growth 

Fortis has chosen a strategy of growth. To realize this objective, die group has 


• OPERATING IN EUROPE, THE USA. ASIA. 

AUSTRALIA AND THE CARIBBEAN. 

. TOTAL A5SETS AT YEAR-END l*Mi 
ECU Ml BILLION. 

• A WELL-FOCUSED GROWTH STRATEGY, 

THROUGH ORGANIC GROWTH AND 
ACQUISITIONS. 

■ FINANCIAL OBJECTIVES: 

RETURN ON EQUITY OF 
AT LEAST I aX. 


Fords can and will develop what the market wants _ provided it contributes to 
our profitability objectives. 

Finally, multi-channel is Fords' way of emphasizing that it wants to 
reach the client through several different distribution channels. Taken 
together; these elements provide the groundwork for a productive future. 


adopted an approach to the market which can best be described as multi- 
domestic, multi-product and multi-channel. It is based on the ability to meet 
the most specific requirements of each customer, anywhere, anyhow, anytime. 


ANNUAL GROWTH OF EARNINGS 
PER SHARE: 7-1 2X. 

• A GOOD TRACK RECORD IN MEETING 
FINANCIAL AND STRATEGIC OBJECTIVES. 

THE COMBINED STRENGTHS OF FORTIS 


More information? 

In the Netherlands, call; 31 (0)30 257 65 49. In Belgium, call- 32 (0)2 220 9349. 
Or viar the Fortis Internet site ae http//wwwiortis.com 


Market approach 


Multi-domestic means that each country in which Fortis operates is considered a home market. 


(forth 
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